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EXECUTIVE SUMMARY

Introduction

The cost of providing prescription drug servicestfaditional Medicaid fee-for-service
(FFS) recipients has risen dramatically. Evertts®)ndiana legislature, the Office of
Medicaid Policy and Planning (OMPP), and the Indidedicaid Drug Utilization
Review (DUR) Board have demonstrated an unwavexamymitment to address the
health care needs for the citizens of Indiana. ajomfocus for the OMPP and Medicaid
DUR Board has been to maximize prescription druglpcts/services while minimizing
the cost to the State of Indiana.

In January 2002, the State of Indiana createdaa ptithorization (PA) program, the
Indiana Rational Drug Program (IRDP), designedawtim| costs while ensuring
appropriate use of prescription drugs for Medigaitipients. Indiana Senate Enrolled

Act No. 228 (SEA 228) of the 2002 General Assembly provided for theatiom and
implementation of a preferred drug list (PDL) untietiana Medicaid, with prior
authorization for drugs not included on the PDLlheTPDL program built upon the intent
of the IRDP, but encompassed a much wider rangeestcription drug classes. As with
the IRDP, the purpose of the PDL is to ensureltidiana Medicaid recipients receive
clinically appropriate prescription drugs, whilemimizing the cost incurred. The PDL
program was introduced in August 2002 for the Print2are Case Management (PCCM)
Program and the Fee-for-Service Program.

The PDL selection process is based upon a nondyiabeical review of each
medication within a given therapeutic class. Thdidna Medicaid Therapeutics
Committee (T Committee) composed of physiciansramacists, reviews and submits
selection recommendations to the Indiana Medicaiggtilization Review (DUR)
Board for approval. In finalizing selection of omemore preferred drugs within a
therapeutic class, the T Committee and DUR Board grimary consideration to clinical
efficacy or therapeutic appropriateness. They themmine costincluding consideration
of the PDL program’s fiscal implications on othentponents of the State's Medicaid
program. Other components include access to cat@atential cost shifting. The
medications classified as “nonpreferred” may benpged upon request from the
prescribing physician using the published priohatization process.

! Cost is net of federal rebates.
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The first year of the Indiana PDL program consigiethore than 52 therapeutic drug
classes implemented over a 13-month period beginnirugust 2002 After the first
year of phased-in implementations of therapeutiss#s, a process of continual
improvement to the PDL program began in Septem@@8 2with biannual reviews of
PDL classes.

Indiana SEA 228 also provided for evaluation of health outcomes ewst implications
of the PDL program. Therefore, an initial evalaatdf the health outcomes and cost
implications of the Indiana PDL Program after itstfyear of implementation was
conducted by ACS State Healthcare using prescrigti medical data from August
2002 to August 2003. The report, containing outesmvaluation of the PDL program
and recommendations for improvement, was submittéde DUR Board in May 2004.

ACS Government Healthcare Solutions produced angkmport as a follow-up
evaluation on the health outcomes and cost imjpticatof the Indiana PDL program.

The second report, Report 2, evaluated fg&ar of the PDL program operations using
prescription and medical data from October 2008dptember 2004. Report 2 evaluated
54 therapeutic classes either re-reviewed or nemyfemented changes by the T
Committee and DUR Board in th&%%ear of the PDL program. The follow-up outcomes
evaluation and additional recommendations for inmproent was submitted to the DUR
Board in June 2005.

Both Reports 1 and 2 contained a recommendatiaddsupplemental rebates as part of
the PDL program. States who wish to pursue Medisapplemental rebates, in addition
to rebates already received under the National Reigate Agreement, have the option
to negotiate such rebates with drug manufactuespacified in Federal law. Rebates
received under state supplemental agreements aredswith the Federal government at
the same rate as the national or federal rebakesnminufacturers’ federal and
supplemental rebates are compiled and presentbe fb Committee, along with clinical
drug information. The T Committee then makes recematations to the DUR board
based upon these economic and clinical factors adich products should be designated
as “preferred”. Supplemental rebates were phaséalthe PDL program with some
therapeutic classes starting October 26, 2004 aet@nd group on December 21, 2004.

ACS Government Healthcare Solutions produced #psit, Report 3, as an additional
follow-up on the health outcomes and cost implaradiof the Indiana PDL program by
evaluating the next six months of prescription aretlical data available for analyses.
Report 3 evaluated PDL program operations usingapiggion and medical data from
October 1, 2004 to March 31, 2005. This analysigog is approximately from two to 2
Y% years into PDL program operations (the first b&lfear 3), or from 26 to 31 months

2 First Data Bank'8” definition of a “therapeutic class” was used toragienally define the drugs
belonging to or grouped within a “therapeutic cldes all PDL evaluation reports. More than 52
therapeutic drug classes were implemented; howswere classes were combined due to lack of claims
for analysis at 13-months post implementation. t,ateYears 2 and 3, some classes were reclassifidd
split into two or more classes by First Data BER:herefore, 52 classes were evaluated in the fist P
report (12 months post-implementation), 54 clagss® evaluated in PDL Report #2 (13-24 months post-
implementation), and 62 classes were evaluate®InfReport #3 (26-31 months post-implementation).
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after PDL program operations first began. RepanicBides analyses of initial savings
resulting from the phased-in addition of supplerakrgbates to the PDL program in
addition to the original legislative requiremerissdd in the objectives below.

Objectives

The goal of this report is to determine the ovarapact of the PDL in accordance with
Indiana Code 12-15-35-28(h). The four primary objes are to evaluate:

1.) Any increase in Medicaid physician, laboratory, orhospital costs or in other
state funded programs as a result of the preferredrug list.

2.) The impact of the preferred drug list on the ability of a Medicaid recipient to
obtain prescription drugs.

3.) The number of times prior authorization was requestd, and the number of
times prior authorization was: (A) approved and (B disapproved.

4.) The cost of administering the preferred drug list.

Results Summary

1.) Impact of the Preferred Drug List on Medicaid M edical Costs

Of the therapeutic classes evaluated, overall rmédipenditures of recipients affected
by the PDL program were not associated with anyssitzaally significant differences

when compared to recipients not affected by the Pidgram (already taking preferred
drugs prior to and after PDL implementation). lishbe noted that we can only
determine association, not causality. This repait not a randomized, controlled design
since Medicaid patients were not randomly assidoddke preferred or nonpreferred
drugs; therefore, only association or lack of asgmn can be determined (n=38,724
recipients in Year 1; 23,585 recipients in Yeaad, 21,127 recipients in the first half of
Year 3).

Inclusion/exclusion criteria were applied to aktapeutic classes in the PDL list as
shown in Figure E.1.
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Figure E.1. Inclusion/Exclusion Criteria for Thera  peutic Classes Studied in the Medical Analyses

Therapeutic classes chosen for inclusion in studying medical data were:

. Therapeutic classes with the greatest likelihood of having at least 99% of paid medical claims available for the
6-month period following implementation of the therapeutic class. When using administrative claims
databases, the lag time between when a medical service is provided and the time at which a claim for a
medical service is entered into the database varies and may be delayed, especially for dual eligible recipients
(Medicaid and Medicare). Therefore, recipients taking medications only in therapeutic classes implemented
from August 2002 through December 2002 contained enough post-implementation medical data for study
inclusion in Report 1. These same recipients in these original 8 therapeutic classes (who were still eligible)
were subsequently followed-up in the second and third reports.

. Therapeutic classes with a relatively large market shift to preferred drugs after PDL program implementation.
A relatively large market shift was defined as therapeutic classes with 95% or less preferred market share
prior to PDL program implementation.

. Therapeutic classes with approved use as long-term maintenance therapy for chronic illnesses. This
maintenance therapy criterion allows for a sufficient number of recipients to have taken preferred or
nonpreferred drugs for a long, continuous period of time. Long-term maintenance therapy increases the
likelihood of detecting an association due to the PDL program and not due to extraneous, unrelated
influences.

Therapeutic classes excluded from medical data analyses were:

. Therapeutic classes with greater than 95% preferred drug market share prior to the PDL implementation.
These classes were excluded due to an insufficient number of recipients who switched from nonpreferred to
preferred in order to detect a change in health status.

. Therapeutic classes approved for short-term therapy or with large seasonal fluctuations in usage (e.g., non-
sedating antihistamines). It cannot be determined from prescription claims if a recipient terminated therapy
due to decreased symptoms or because the PDL program limited access to the medication. Hence, it would
be impossible to determine if medical expenditures are associated with taking or not taking the drugs; and in
turn, to determine if taking the drugs for such a short time is associated with medical expenditures.

. Therapeutic classes with too few recipients taking the medications. The sample size of each therapeutic

class must be large enough to obtain statistical significance (a = 0.05 with a medium effect size) with
reasonable power (.80).

After applying the inclusion/exclusion criteriacigients taking medications from eight
therapeutic classes were evaluated in Reports 2 &mddifferences in total and specific
medical expenditures. These eight therapeutisetawere: ACE Inhibitors, Alpha/beta
Adrenergic Blocker Antihypertensives, Calcium ChalrBlocker Antihypertensives,
Loop diuretics, Platelet Aggregation Inhibitors,idtolidinediones, Triptans, and Proton
Pump Inhibitors.

Recipients receiving medications from one or mdréhese eight therapeutic drug classes
were evaluated over a 6-month pre- and a 6-morghipgplementation of the PDL
program in Report 1. Report 2 then evaluated thesipients’ medical expenditures
through the end of Year 2 post-PDL. Report 3 cad to follow medical expenditures
of recipients from the original eight classes. tRermore, three additional classes met
the inclusion criteria and were included for evéilumof medical expenses in this report,
Report 3. The three new therapeutic classes wkeigients’ medical expenses were
evaluated are: Miotics, Antipsoriatics, and UrinAntispasmotics/Anti-incontinence
drugs.

Of all the therapeutic classes evaluated, the ageldoes not demonstrate any
statistically significant change in overall medieapenditures six (6), 12 and 31 months
after PDL implementation. In other words, recipgeaffected by the PDL program were
not associated with a statistically significanfeliénce in overall medical expenditures
when compared to recipients not affected by the pidgram.
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Analyses were performed on specific medical exgengs in addition to overall medical
expenditures. Specific medical service type exgenel analyzed were: prescriber
office visits, inpatient hospital admissions, enggrgy room services, and laboratory
procedures. When examining specific medical serjipes at six (6), 12 and 31 months
after PDL implementation of a therapeutic classreéhs no evidence to suggest that
specific medical costs (e.g. other health careigess, lab, emergency room services or
hospital services) are higher on a wide, systensatite for recipients taking preferred
drugs versus recipients taking non-preferred drugs.

2.) Impact of PDL on Medicaid Recipients’ Abilityt o Obtain Prescription Drugs

- I E E . .
Recipients affected by the PDL program would besé¢htaking a nonpreferred
medication before PDL implementation. Affected péents either switched to a
preferred medication, received a prior authorizatmcontinue with their non-preferred
medication, or stopped taking their medication ttuexperiencing a denied claim at the
pharmacy. In Report 1, twenty-three classes coathenough claims data 12-months
after PDL implementation to assess the PDL progsampact on users’ access to
medications. Of the 188,508 monthly recipienttofeed 12-months after the initial PDL
program began, only 1,485 (0.78%) experienced &deraim with no paid claim for a
related medication within 30 days. It is impossitd know from pharmacy claims data
what portion of these dropped claims were duplicatennecessary therapies.

For Report 3, the PDL program’s impact on userseas to medications after the PDL
program had been operating for a long time periad assessed. Retail pharmacy
prescription claims were examined at 26 and 31 hwoatter initial implementation.
Since nursing home claims were sometimes billedthsoafter the date of service, only
outpatient retail pharmacy claims conducted attpoirsale were analyzed. Of the
203,463 monthly recipients followed for 26-montfieg and of the 208,693 monthly
recipients followed for 31-months after the initRIDL program began, only 3,288 (1.5%)
experienced a denied claim in the two months obet 2004 and March 2005.

A random sample of 1,000 retail pharmacy Medicaitpients’ claims were analyzed
during the month of October 2004 after the recipéperienced a denied claim due to a
non-PDL prescription claim. Another random sangfl@50 were analyzed in the month
of March 2005. Of the 1,750 recipients followedrfrthe initial claim rejection due to a
non-PDL prescription claim, only 47 recipients @B@6) in October 2004 and 28
recipients (0.013%) in March 2005 experienced aedecdaim with no paid claim for a
related medication within the next 30 days.

Overall, the initial number (0.78% without a rethtgaim within 30 days of the denial in
the first year) suggest a minimum impact on PDLrais€&urther, denials diminished
monthly as providers gained experience with theggm as evidenced by the 0.023% at
26 months and 0.013% at 31 months after the protpegan.
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It is impossible to know from pharmacy claims dataat portion of these dropped claims
were duplicate or unnecessary therapies. Sincer@ty claims data were the only
source of information available to perform this lgges, it is impossible to determine
which delay/terminations were clinically appropeiatClaims data does not allow full
explanation for the therapy interruptions. Forragke, there are many potential reasons
other than PDL such as: physician sampling of oatitins, other 3 party liability,

patient compliance, or changes in patient therapy.

To put this into perspective, the rate of nonpreféiclaims denials where recipients had
no later related claim within the next 30-daysaisléwer than the 30 to 50%
noncompliance rate after receiving medications demted in the literature.

Since between 30 to 50% of all patients fail tédialtheir prescribed therapy once they
receive it, noncompliance or lack of persistenci waking medications may be a larger
concern. Therefore, analysis in Report #2 examiaeipients who were noncompliant
(as evidenced by inconsistent prescription claimstohy) with their medications after
receiving non-preferred and preferred medications.

Recipients who were persistent in taking their roatibns had significantly lower mean
expenditures for physician office visits, emergermym visits, and laboratory
procedures than recipients who were noncompli@ihe results illustrate that the
problem with recipients’ health outcomes for Indiaecipients are less likely to be
related to whether recipients are taking nonpretear preferred medications, but rather
are more likely to be related to whether recipievitsbe compliant with taking any
medication, whether it is preferred or nonpreferred

Furthermore, ACS observed some interesting pattéuriag analysis of denied claims

for Non-PDL drugs. The denied claims were prinyafidr antihypertensive medications,
especially Angiotensin Receptor Blockers (ARBs) &@E Inhibitors. Based upon the
patterns observed, it appears that some providayshawve been attempting to bypass the
intent of the Indiana criteria instituted. For exae:

- When eye drop claims denied, a pattern revealee sgrarmacy providers
resubmitted with an emergency override code andti8glays as the days
supply. This pattern allowed the claim to procasd pay; thereby, bypassing
the edit criteria.

- When there was a denial for step therapy for ARBere recipients must have
failed an ACE Inhibitor first, a pattern revealexre providers switched the
claim from plain ARBs to combination ARBs with HCTEat had no step
therapy criteria. This immediate switch allowed tiaim to process and pay;
thereby, bypassing the edit criteria.
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3.) Number of Times Prior Authorization was Request _ed, Approved
and Disapproved.

During the first six months of federal fiscal y&@05 (10/1/04 to 3/31/05) there were
41,052 PDL program prior authorizations reques®@®éithe 41,052 PA’s requested,
40,432 were approved (98.5%), 513 were disappr{l€ds) and 107 were suspended
(0.3%). The percentage of prior authorizationsgPfar non-preferred drugs that were
disapproved has slightly increased over the two-@methalf year span from 0.2% PAs
disapproved (between August 2002 to December 20@hwhe PDL program first
began) to 1.2% PAs disapproved in the first hal@d5.

Table E.2 Preferred Drug List Prior Authorization Requests

Average # Total All #A Sus-

Time Period Utilizers PAs Approved % A PUPM | Denied % D % S
pended

per Month Requested
FFY 2003 o 0 o
(Oct 1, 2002 to Sep 30, 2003) 204,840 80,950 79,200 97.8% | 0.0322 193 0.2% 1,557 1.9%
FFY 2004
(Oct 1, 2003 to Sep 30, 2004) 208,995 75,705 73,681 97.3% | 0.0294 1,177 1.6% 847 1.1%
First 6 months - FFY 2005 o o o
Oct 1, 2004 to Mar 31, 2005 205,982 41,052 40,427 98.5% | 0.0327 513 1.2% 112 0.3%
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4.A) Net Pharmacy Benefit Savings Associated witht — he PDL Program

The total pharmacy expenditures for the Primarye@ase Management and Fee-For-
Service Medicaid program for the annual date ofiserperiod of 8/1/02 to 7/31/03 was
an estimated $642nillion (Chart E.1). This figure includes four jnacategories
partitioned by estimated paid amount:

« PDL Applicable — PDL Classes with Potential to Eff€hange (24%) = $154 m

* AAAX* (considered preferred per statute) (31.1%) = $800

» Classes Not Reviewe®@7%) = $173 m

e PDL classes with limitédoenefit @ >95% preferred prior to implementation
(18%) = $116 m

Partitions of Drug Spend - Implementation to Year 1
(Report Period: 8/1/02 to 7/31/03)

Total Dr pend Estimate (Amount Paid by Date of Service) = $642 Million

Classes Not 27 of 52 Classes
Reviewed 18% with >95%
27% Dru
( L b . g 52 Classes Drug —__Preferred Market
pend) Covered by PDL Spend Share Prior to
Program Im Ier:eDnLtation
AAAX Drugs W/ (42% Drug . P
Automatic Spend) Sfug
Preferroed Status Spend 25 of 52 Classes
(31% Drug with Potential to
Spend) Effect Change

Chart E.1 Partitions of Total Drug Spend ($642 Million) from 8/1/02 to 7/31/03
Source: ACS State Healthcare Analysis of OMPP data.

Total annualized pharmacy benefit savings (after CMS [standard Federal] rebate
deductions after market share shifts and costitarsdter the PDL program) in tH2
PDL classes implemented and evaluated from AugusDR@2 to September 2008Year
1 post-PDL implementation) were estimated to bevbeh$7.4 to $8.16 million

% Estimates are from 8/1/02 to 7/31/03 claims dstddie of service and includes both state and &der
share. It does not include rebates Indiana reddioen drug manufacturers as part of the Medicaid
federal rebate program.

4 These medications are considered preferred pettesta anti-anxiety, antidepressant, antipsychenti
cross-indicated drugs such &) central nervous system drugs, and (2) drugsaqoibed for the
treatment of a mental iliness (as defined by thetmecent publication of the American Psychiatric
Association's Diagnostic and Statistical ManuaWeital Disorders).

® Drug classes of medications not on the PDL program August 2002 to August 2003.

© Over 95% of market share were preferred medicafpwior to implementation
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The total pharmacy expenditures for the Primarne@ase Management and Fee-For-
Service Medicaid program for the annual date ofiserperiod of 10/1/03 to 9/30/04 was
an estimated $73énillion (Chart E.2). This figure includes four joacategories
partitioned by estimated paid amount:

e PDL Applicable — PDL Classes with Potential to Eff€hange (14%) $103 m

* AAAXZ? (considered preferred per statute) (35.2%) $257 m

» Classes Not Review&4%) $208 m

* PDL classes with limitéflbenefit @ >95% preferred prior to implementation
(26.5%) $196 m

Partitions of Drug Spend - Year 1 to Year 2
(Report Period: 10/1/03 to 9/30/04)

Total Drug Spend Estimate (Amount Paid by Date of Service) = $736 Million

lasses Not
Reviewed 28 of 54 Classes
(24% Drug 26.5% with >95%
Spend) Drug Preferred Drugs
54 Classes Spend / Beginning of
Covered by PDL Year 2
Program
AAAX Drugs w/ (40.5% of Drug
i Spend
Automatic pend) 14%
Preferred Status Drug
(35.2% Drug Spend 26 of 54 Classes
Spend) with Potential to

Effect Change

Chart E.2 Partitions of Total Drug Spend ($736 Million) from 10/1/03 to 9/30/04
Source: ACS State Healthcare Analysis of OMPP data.

Total annualized pharmacy benefit net savings (&ftdS [standard Federal] rebate
deductionsand cost to administer the PDL program) due to etaskare shifts in the 54
PDL classes implemented and evaluated beginnidgigust 2002 are estimated to be
between $7.40 to $8.16 million in Year 1, and adita@hal $380,000 t¢-$370,000)in
Year 2 with two additional classes added to thdyaima

" Estimates are from 10/1/03 to 9/30/04 claims 8gtdate of service and includes both state andd@éde
share. It does not include rebates Indiana reddioen drug manufacturers as part of the Medicaid
federal rebate program.

8 These medications are considered preferred pettesta anti-anxiety, antidepressant, antipsychentit
cross-indicated drugs, such &5) central nervous system drugs, and (2) drugsagpibed for the
treatment of a mental iliness (as defined by thetmecent publication of the American Psychiatric
Association's Diagnostic and Statistical ManuaWeital Disorders).

® Drug classes of medications not on the PDL program October 2003 to September 2004,

1% Over 95% of market share were preferred drugeginiing of Year 2.
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The total pharmacy expenditures for the Primarne@ase Management and Fee-For-
Service Medicaid program for the annual date ofiserperiod of 10/1/04 to 3/31/05 was
an estimated $3%2million (Chart E.3). This figure includes four joacategories
partitioned by estimated paid amount:

¢ AAAX ' (considered preferred per statute) (30.4%) $119 M

* PDL Applicable — PDL Classes with Potential to Eff€hange (14.7%) $57.4 M

* PDL classes with limit€élbenefit @ >95% preferred prior to implementation
(22.3%) $87.6 M

» Classes Not Review#d32.6%4°) $128 M

Partitions of Drug Spend - Year 2 to 1st Half of  Year 3
(Report Period: 10/1/04 to 3/31/05)
Total Drug Spend Estimate (Amount Paid by Date of Service) = $ 392 Million

Classes Not 38 of 62 Classes
i with =>95%
(;?giwoiig ZDZn?:f Preferrgd !Drugs at
Spend) 62 Classes Sie) Beglqnlng of
Covered by PDL Evaluation Period
Program
AAAX Drugs w/ (37% of Drug
Automatic Spend) 14.7%
Preferred Status Drug \24 of 62 Classes
uA DIy Spend with Potential to
Spend) Effect Change

Chart E.3 Partitions of Total Drug Spend ($392 Million) from 10/1/04 to 3/31/05
Source: ACS State Healthcare Analysis of OMPP data.

Total annualized pharmacy benefit savings (after CMS [standard Federal] deductions
and cost to administer the PDL program) were eséthto bean additional $1.11 to

$1.49 million for the first half of Year 3 (October2004 through March 2005) with 62
PDL classeq8 additional classes added to the analysis).

1 Estimates are from 10/1/04 to 3/31/05 claims tigteate of service and includes both state andééde
share. It does not include rebates Indiana reddieen drug manufacturers as part of the Medicaid
federal rebate program or state supplemental refvatgam.

2 These medications are considered preferred peitssta anti-anxiety, antidepressant, antipsychanit
cross-indicated drugs, such &s) central nervous system drugs, and (2) drugsaqoibed for the
treatment of a mental iliness (as defined by thetmecent publication of the American Psychiatric
Association's Diagnostic and Statistical Manud\eital Disorders).

13 Over 95% of market share were preferred drugseabéginning of Year 2.

 Drug classes of medications not on the PDL program October 2004 to March 2005.

!5 Expenditures for classes not reviewed grew aseeptage of total spending from Year 2 to the firaf

of Year 3 because many new drugs with high prie@seconto market that had not yet been reviewed.
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Total annualized pharmacy benefit savings (after CMS [standard Federal] rebate
deductionsand cost to administer the PDL program) in the B2 Elasses implemented

in August 2002 through July 2003 were estimateoetbetwee$7.40 to $8.16 million
through Year 1. There was approximatelyaaitional $380,000 to-$370,000)net
savings through Year 2 with 54 PDL classes evatbaRharmacy benefit neavings

(after CMS [standard Federal] and cost to adminisie PDL program) in thé2 PDL
classesvaluated from October 2004 through March 200%vestimated to be between
an additionat1.11 to $1.49 milliorthrough the first half of Year 3. This figure doest
include additional estimated savings$®.81 million from supplemental rebates added to
the program beginning in October 2004.

Over the 2 ¥ year PDL program, the ovenall pharmacy savings is estimated to be
betweer$8.15 million to $10.02 million, plus $6.81 millionn estimated supplemental
rebates for a total estimate of $15-$16.8 million.

Estimated Savings'®

Table E.2 Number of Classes Reviewed, Subsequent Rebate Amounts, and

Total Total Net Total Net
Time # Classes | Estimated Total Savings ' Estimated Savings *°
Period Affected Savings Estimated Estimates Cost of Estimates
by the from Rebate Minus Administering Minus
PDL Market Shifts Federal the PDL Rebates &
Program Share Rebate Estimated
Shifts *’ Estimates Cost of
before Administering
Rebates the PDL
Year 1 $12.4 $8.91 -$750,000 to | $8.16 million to
(7?/311%23;0 52 million - $3,524,829 million -$1.5 million $7.41 million
Year 2 $2.06 $1.13 -$750,000t0 | $378,929 to
(onsew >4 miion | ~*93L105 1 milion | 1.5 milion | -$370,000
L hal $1.99 $1.86 $ $1.49 milli
Year 3 1. ) 1. -$375,000 to 1.49 million to
(10/1/04 to 62 million $130,139 million -$750,000 $1.11 million
3/31/05)
Total $11.9 '.Sfl.l'875 $£1'%)50t2°
- million miflion to :
- $3.75 million million
somegma e | s o | S
TOTAL
18 All savings and net savings are estimated.
" Estimates include both state and federal share.
18 Estimates include both state and federal share.
1% Estimates include both state and federal share.
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Number of Classes with Little Opportunity for Market Share Shifts and Subseguent Savings

In 27 of 52 PDL classes studied in Ye#t ih 28 of 54 PDL classes studied in Year 2,
and in 38 of 62 PDL classes studied in théalf of Year 3, preferred drugs selected by
the Indiana Medicaid Therapeutics Committee anéted by the DUR Board did not
provide opportunity for either any or very limitathrket share change because eigier
drugs or> 95% of drugs within the class were selected afepeal, or because utilization
in the class was already greater than 95% prefelorgdess than 100% preferred.

Table E.3 Number of Classes Reviewed and Percent Preferred - Year 1

% Before % Preferred
# Classes Year 1 Results Implementation | End of Year 1
52 TOTAL ALL PDL PROGRAMS 75.2% 95.8%

Totals for Classes With Only Limited Potential For
27 Market Share Changes (295% & including 100%)
Totals for Classes with Substantial Potential For
25 Change (0% to < 95%)

Table E.4 Number of Classes Reviewed and Percent Preferred - Year 2

% Preferred at End of
# Classes Year 2

54 TOTAL ALL PDL PROGRAMS at end of YEAR 2 93.8%
Totals for Classes With Only Limited Potential For Market
28 Share Changes (295% & including 100%)
Totals for Classes with Substantial Potential For Change
26 (0% to< 95%)

Year 2 Results

Table E.5 Number of Classes Reviewed and Percent Preferred - 1% Half of Year 3

st
# Classes 1° Half of Year 3 Results ’ Prelf-lezilrfe gf{:;eir:dsm !
62 [TOTAL ALL PDL PROGRAMS at end of 1 * Half of YEAR 3 98.7%

Totals for Classes With Only Limited Potential For Market
38 Share Changes (295% & including 100%))

Totals for Classes with Substantial Potential For Change
24 (0% to< 95%)

Preferred Drug Market Share Percentage Shifts

Overall, thepreferred drug market share shifted from approximately5.2% to 95.8%
during the Year 1 period, then shifted slightly bé&mward nonpreferred drugs to
approximatelyd3.8% preferred at the end of Year 2. For tiehalf of Year 3, the
preferred drug market share Wa&7%.

2 Two classes in Year 1 were newly implemented adahdt yet have enough data for analysis.
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Sometimes more expensive PDL drugs were chosalifiical reasons, based on
anticipation of better outcomes. Additionally, saincrease in expenditures occurred
due to unanticipated rebate or product price chapgeurring after the selection of
preferred drugs. Expenditures for medications ictlemed preferred per statute — anti-
anxiety, antidepressant, antipsychotic and crod&dted drugs — have increased, but the
percentage of total drug expenditures from Year Ydar 2 to I half of Year 3 has
remained constant (31% to 30.4% to 30.4% respéyglive

4.B) Costto Administer the PDL Program

As referenced in Report 2, ACS and OMPP have jpedtimated this cost to be between
$750,000 and $1.5 million annually.

Discussion and Conclusions

In response to increases in prescription drug dpgrahd utilization, many public-sector
pharmacy benefit programs have been developingnaplémenting a variety of
innovative policy solutions for more effective mgeaent of pharmacy benefits. One of
the methods that several state Medicaid agenciesihglemented is the preferred drug
list (PDL) program. The concept behind the PDLgpam is to improve the quality of
pharmaceutical care by ensuring that the mostoalilyi appropriate drug is used, while
taking into account the relative costs of the aldé therapeutically equivalent
alternatives. PDL programs may be able to addhesproblems associated with:

» Recipients who rarely see or pay the true cdstiserr drugs; and therefore have no
incentive to choose less expensive, yet equalBcéffe medications.

» Prescribers who lack current knowledge of the tasts of medications being
prescribed.

This evaluation demonstrates that a Preferred Distgprogram does decrease net drug
expenses; however, the most substantial net sasneg®alized within the first year of
the PDL program when the largest number of rectpishift from nonpreferred drugs to
preferred drugs. Furthermore, the market shareemewt identified through this
evaluation suggests that educating prescribereetgrpbe and recipients to utilize
preferred drugs works. As a result of moving masgkare to the preferred products, the
PDL program produced savings.

Additionally, after following nearly 38,000 recipits in eight therapeutic classes for 2 %-
years post-PDL implementation, no evidence was werenl to suggest an association
between the PDL and negative impacts on the quallitare or the ability for recipients

to obtain medications. Specifically, there is n@ence at 6-months, 2-years, or 2 %
years (31 months) post-PDL implementation to subties significant cost shifting to
other health care providers, laboratories, emenrgewsmm services or hospital services is
occurring on a wide, systematic scale.
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Although there were documented savings, these gavitay have been lessened by three
key factors.

Standard federal rebates- Savings resulting from the PDL policy were restiic
after considering the impact of lost CMS federdlates from some preferred
drugs. Higher-priced nonpreferred drugs sometinaesproportionately higher
corresponding CMS rebates. When the drugs withérigebates lose market
share under a PDL program, rebate amounts cardhead.

Lack of readily available, timely data for decisionsupport — Data on relative
cost-effectiveness and net cost of drug produttes; applying rebates, were not
readily available at the beginning of the progrdmthe past, because each
manufacturer applies its rebate after-the-facty estimates of the true net cost
for drugs can be made until several months aftessae completed. ACS has
recently employed modeling tools that now allowlfetter projections of the cost
implications of shifting market share among medadoet in a PDL therapeutic
class.

Limits to savings potentiat

0 Some PDL classes had a high percentage of pre+ngpiation usage of the
preferred medications offering little opportunityr savings.

0 Some preferred drugs’ net costs were higher thamémpreferred drugs
(chosen on clinical advantage).

0 Some preferred drugs underwent unexpected pricednes.

Several solutions have potential to address thectexh of savings from the factors listed
above. Savings can best be achieved if a PDL anogs combined with methods to
increase purchasing power. For example:

Limit the number of preferred drugs within a given therapeutic class—The
amount of savings is directly related to the apiiit increase the market share of
the more favorably priced medication within a tipenatic class. Moreover, the
more preferred products, the less opportunity teermoarket share and therefore
less potential for savings. Assuming that medicetiare clinically equivalent,
the smaller the list of preferred drugs, the mareeptial to move market share
and obtain supplemental rebates (discussed below).

Add and continue with supplemental rebates-Supplemental rebates for
Medicaid pharmacy claims are a form of state adtia increases competition in
drug pricing. Increased competition helps drivieipg down in a free market
where manufacturers are allowed to set pricesdnraance to available
competition. In a therapeutic class where numeboasd drugs are found to be
clinically equal, supplemental rebates encouragepetition by allowing
manufacturers to submit progressively higher rebate. The manufacturer
benefits from obtaining greater market share winiéeState benefits financially in
the form of supplemental rebates. Supplementaltestcannot be obtained
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separately from the PDL program. Both the PDL simgblemental rebate
programs are needed because without a PDL, theutlwe no basis for
negotiating or the State receiving supplementadteion drugs chosen as
preferred.

Savings have already shown to be further enhantesh wupplemental rebates
are obtained as part of the PDL program and amilzdéd into the PDL savings
evaluation. Currently, a supplemental rebatesnarachas been phased-in. An
early savings analysis reveals that for the firstdhths of supplemental rebates,
additional savings are estimated to$@.81 million. This is in addition to
savings obtained through the regular PDL program.

¢ Remove “AAAX” drugs from Automatic Preferred Status — The General
Assembly could consider removing automatic pretestatus of anti-anxiety
drugs, antidepressants, antipsychotics, and cnubsatted drugs that constitute
approximately 30% of the prescription drug buddeha time of this study. The
AAAX drugs are quickly gaining an increasing pettagie of the prescription
drug budget.

* Broaden scope of class reviews to encompass “Clasdiot Reviewed

e Consider fail first PA processes and consider modifng fail first procedures
to limit health care providers who are taking advarage of loopholes; Fail
Preferred agent prior to Non-Preferred Override — Modify the PA processes
to require failure of the preferred drug prior tawgting PA approval for the non-
preferred drug.

In sum, by limiting the number of preferred drugshin a therapeutic class where
clinical outcomes are equivalent, choosing lesticpseferred drugs, adding
supplemental rebates, removing all or some of A&%&AX” drugs from automatic
preferred status, and/or broadening the scopeeadittiig class reviews to encompass
the classes not reviewed, the potential for oveaalings increases.
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METHODOLOGY

CHAPTER 1
IMpPACT OF PDL oN HEALTH OUuTCOMES OF INDIANA MEDICAID
RECIPIENTS BY MEASURING DIRECT MEDICAL COSTS

Overview and Background

Indiana Senate Enrolled Act No. 228 (SEA 228) of the 2002 General Assembly provided
for the creation and implementation of a prefedady list (PDL) under Indiana
Medicaid with prior authorization for drugs not inded on the PDL. The concept
behind the preferred drug list program is to ensla¢ Indiana Medicaid recipients
receive the most effective prescription drugs add at the best possible price.

Common opposition to PDL programs has been based wpsubstantiated allegations
that negative health consequences may occur dtleatmes in medication therapy. The
Indiana legislature required the Indiana Officévtifdicaid Policy and Planning (OMPP)
to determine if the PDL program served its inteéfipromoting efficacious and safe drug
therapy while minimizing the expenditure to thetSta

OMPP requires ACS State Healthcare to conductdy stuanalyze the Indiana preferred
drug list program (PDL) to determine if the PDLuks in a negative impact on the
health outcomes of Medicaid recipients as wellrasast shifting to other health care
providers, laboratory, emergency or hospital sesic

This study uses retrospective, paid claims dagvatuate recipient outcomes that may be
related to implementation of the PDL program. Asmanges in medical utilization or
costs for those affected by the PDL program, nedativ those not affected, would be
indicators of a possible association between the PDL program and health outcomes.

The data for this study were derived from the histd paid claims files from the Indiana
Medicaid program. Medical data extracts were eand stored on ACS State
Healthcare data warehouse for the period of Mar@d@2 to March 31, 2005.
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Inclusion and Exclusion Criteria

Inclusion Criteria for Ther ic Cl f Dr i

Therapeutic classes were includednedical analyses for the first study under the
following conditions:

Therapeutic classes with the greatest likelihobldaving at least 99% of paid
medical claims available for the 6-month perioddeing implementation of the
therapeutic class. When using administrative dailatabases, the lag time
between when a medical service is provided andirtieeat which a claim for a
medical service is entered into the database varidsnay be delayed, especially
for dual eligible recipients (Medicaid and Medicare

Therefore, at the time medical data were extrafdethe first study in January
2004, recipients taking medications only in thetdjoeclasses implemented from
August 2002 through December 2002 contained enpoghimplementation
medical data for study inclusion in Report 1. Teheame recipients in these
original 8 therapeutic classes (who were stillible) were subsequently followed-
up in the second and third reports.

Therapeutic classes with a relatively large miskéft to preferred drugs after PDL
program implementation. This criterion was defiasddrugs with 95% or less
preferred drug use prior to PDL program impleméaotat

Therapeutic classes approved for use as long+tamtenance therapy for chronic
illnesses. This maintenance therapy criteriorvaglfor a sufficient number of
recipients to have taken preferred or nonprefedreds for a long, continuous
period of time. Long-term maintenance therapyeaases the likelihood of
detecting an association due to the PDL progranmahdue to extraneous,
unrelated influences.

usi teria f i Cl : lied

Therapeutic classes are excludiedn analyses under the following conditions:

Therapeutic classes in which greater than 95%apients used a preferred drug
prior to the PDL implementation. These classeswacluded due to an
insufficient number of recipients who switched fromnpreferred to preferred in
order to detect a change in health status.

Therapeutic classes approved for short-term gyeoa with large seasonal
fluctuations in usage (e.g., non-sedating antimgias). It cannot be determined
from prescription claims if a recipient terminatbdrapy due to decreased
symptoms or because the PDL program limited adeoett® medication. Hence, it
would be impossible to determine if medical expands are associated with

12/20/2005 Page 20 of 69

ACS Government Healthcare Solutions
© 2005 All rights reserved. Information was deemed proprietary and confidential.



taking or not taking the drugs; and in turn, toedetine if taking the drugs for such
a short time is associated with medical expenditure

. Therapeutic classes with too few recipients tgkive medications. The sample size
of each therapeutic class must be large enoughtirstatistical significance. &
0.05 with a medium effect size) with reasonable @o{80).

After applying the criteria to the therapeutic skes for the PDL, this study covered
recipients receiving medications in the followirighd original therapeutic classes for
Reports 1 and 2:

. ACE Inhibitors implemented in September 2002

. Proton Pump Inhibitors implemented in Septemif@€22

. Alpha/Beta Blocker Antihypertensive Drugs implerted in October 2002
(Grouped with Calcium Channel Blockers & Loop [Ritics for analyses)

. Calcium Channel Blocker Antihypertensive Drugpiemented in October 2002
(Grouped with October 2002 Alpha/Beta Blocker foalgses)

. Loop Diuretics implemented in October 2002
(Grouped with October 2002 Antihypertensives alfovelata analyses)

. Platelet Aggregation Inhibitors implemented int@er 2002

. Thiazolidinediones implemented in December 2002

. Triptans implemented in December 2002

For Report #2, recipients were selected from thveen¢herapeutic classes implemented
in the 2% year of the PDL program. Sample sizes were etedua(See Table 1.1).
Table 1.1 details the samples sizes of the nevapleertic classes of chronic medication
that had the potential to meet medical study inctusriteria.

The conclusion was made that there was not a Emgagh sample size to follow the
medical or prescription data, and that the newpients would not add anything
meaningful if analyzed. Therefore, Report #2 faka-up recipients in the original eight
therapeutic classes for a longer medical studyoger year 2 of the PDL program.

For Report #3, recipients receiving medicationthaoriginal eight therapeutic classes
were followed for the 6-month post-period of 263tk months or 2 2 years post PDL
implementation. Additionally, the following theragtic classes met the inclusion criteria
and recipients taking medications in these newsefasvere evaluated for medical
expenditures:

. Antipsoriatics implemented in July 2003

. Miotics and Intraocular Pressure Reducers impiaeatein July 2003

. Urinary Antispasmotics/ Antiincontinence Agentgplemented in May 2003
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Table 1.1.

Program

INDIANA MEDICAID

Participant Counts Involved with Year 2 PDL

Recipient Summary Data from PDL Changew Year 2 of the PDL

Changes Only in 6 Major Therapeutic Classes

Criteria: 1. If > 65% days supply + minimum days =>59, then labeled as "Preferred" or "Non-Preferred"
2. If <59 days supply, then labeled as "Insufficient quantity” to determine PDL status
3. If <65% days supply + minimum days =>59, then labeled as "Mixed PDL/Non-PDL Users"
ACE Inhibitors ACE Inhibitors with CCB
Participant ID Participant ID
Count PRE-PDL Period Post Period Count PRE-PDL Period Post Period
49 Insufficient Quan Insufficient Quan 64 Insufficient Quan  |Insufficient Quan
69 Insufficient Quan PDL 2 Insufficient Quan  |Mixed
1 Mixed Insufficient Quan 63 Insufficient Quan |NPDL
2 Mixed PDL 1 Mixed NPDL
1 NPDL Insufficient Quan 3 NPDL Insufficient Quan
5 NPDL PDL 14 NPDL NPDL
4 PDL Insufficient Quan 1 PDL Mixed
1 PDL Mixed 4 PDL NPDL
2 PDL NPDL 3 PDL PDL
34 PDL PDL 155
168

HMG CoA Reductase Inhibitors

K+ Sparing Diuretics

Participant ID Participant ID
Count PRE-PDL Period Post Period Count PRE-PDL Period Post Period
31 Insufficient Quan Insufficient Quan 9 Insufficient Quan  |Insufficient Quan
1 Insufficient Quan Mixed 2 Insufficient Quan  |Mixed
30 Insufficient Quan NPDL 6 Insufficient Quan |NPDL
4 NPDL NPDL 3 Insufficient Quan |PDL
4 PDL Insufficient Quan 20
2 PDL Mixed
4 PDL NPDL
76
B-Blockers
Participant ID PRE Post
4 Insufficient Quan Insufficient Quan
1 Insufficient Quan Mixed
3 Insufficient Quan NPDL
2 NPDL NPDL
2 PDL NPDL
12
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Inclusion Criteria for Recipients

Recipients were selected for analysis, if they:

* Had a minimum of 6-months of pre- and 6-monthsastpprescription and medical
claims history available for Study 1, and two ygawst- prescription and medical
data for follow-up Study # 2, and 31 months posespription and medical data for
follow-up Study # 3.

» Were taking drugs in one of the above therapelaigses and had at least two PDL-
related claims in the three-month period prior Bi.Rmplementation. Recipients of
PDL medications were further categorized as PrefeRecipients if at least 80
percent of their PDL-related claims were for prefdrdrugs; they were Nonpreferred
Recipients if at least 80 percent of their PDL4&diclaims were for nonpreferred
drugs. If their usage was mixed — not predomiygmttferred or nonpreferred —
recipients were excluded from study.

Cohorts

Recipients were categorized by what happened ithtiee-month period following PDL
implementation. There were recipients who: (1) iigjead from nonpreferred drugs to
preferred, (2) Changed from preferred drugs to nefiepred, (3) Did not change from a
preferred agent, (4) Did not change from a nonprefeagent, (5) Terminated
nonpreferred therapy, and (6) Terminated prefetiecapy.

The cohorts of particular interest were:

a. Cohort 1 (Changed Therapy, Persisted on Therapygr&ecipients taking
a nonpreferred medication for 6-months before immgletation of the PDL list
and switched to a preferred medication after POigmm implementation,
and persisted with the PDL therapy for up to 2 &arg through September
2004 to March 2005.

b. Cohort 2 (No Change Group, Persisted on Preferhealapy): Recipients
already taking preferred drugs 6-months both bedmkafter PDL program
implementation, and persisted with the preferredahy for up to 2 Y2 years
through September 2004 to March 2005.

Recipients with gaps between paid claims in exoé88 days were excluded from the
multivariate analysis of variance (MANOVA) due teetpossibility of noncompliance.
By definition, recipients with 60-day gaps in paigscription claims did not utilize
Medicaid services for prescriptions and were cfeesbias not having continuous therapy
with a drug in one of the therapeutic classes stuidiAlthough patients who may have
been non-compliant with their therapy are import#re purpose of this study was to
measure the effects of the drugs in the PDL progr8m care was given to our recipient
study group to not bias the study with the effe¢tson-compliance mixed within.
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Medical Data Study Period

Analyses of the effects of PDL implementation ordioal utilization and costs was
limited to certain therapeutic groups where potdrthanges were most likely to have
occurred as a result of PDL implementation. Stoelfod one was 6-months prior to and
6-months after each specific therapeutic class’ RBbjplementation. The month of
implementation was excluded in the medical analgg®®e most implementations
occurred mid-month. Study period two was 12-mopibst- to two years post-
implementation. Study period three was 26 to 31thmpost-implementation (10/1/04 to
3/31/05).

Specification of Recipient Outcome Measures

Selected outcomes measures studied are expenditugsysician office visits,
emergency room services, laboratory services, mpatient hospital admissions.
Medical outcomes were evaluated 6-months beforee@thdr 6-month period, 12-months
or 31 months after implementation month for eactheftwo groups of recipients per
therapeutic class studied. The month of PDL imgletation for the associated
therapeutic class was assigned a null period ichvhdo measurements were taken.

Outcome Measure Definitions

Only services related to the disease states tredtedhe therapeutic class being studied
were used in calculating medical expenditures &mheservice type. This allows a more
detailed, narrow scope of expenditures; ensuriagdhly the expenditures associated
with changes in therapy are being included. Fangle, physician office, lab, or
hospital expenditures associated with motor vetdctddents or broken bones are
unrelated to changes in antihypertensive therapyttaerefore were not included in
measuring expenditure changes between groups.ifigenple sizes, p-values, and
observed power for each therapeutic class aretezpuiith each therapeutic class and
type of expenditure analyzed.

Inpatient hospital services were measured as a of@wach admission date per recipient
ID and all expenditures associated with each unigaipient ID per admission date on
the inpatient UB-92 claims. Inpatient hospital exgitures were measured only for
services related to the disease state associatiedh&itherapeutic class being studied.
For example, when analyzing ACE Inhibitors and Aypiertensives, only the DRG
codes for cardiovascular services were measuredii@ele 1.2). For thiazolidinediones,
expenditures associated with the specific DRG céalesardiovascular, endocrine, and
kidneys were used.

12/20/2005 Page 24 of 69
ACS Government Healthcare Solutions
© 2005 All rights reserved. Information was deemed proprietary and confidential.



Table 1.2 Procedure Codes & DRG Codes Used to Dédirspecific Types of
Medical Services Studied

Service Types Detail Procedure Codes DRG Codes
99201-99215
Physician Office or Outpatient Visits | 99241-99245 N/A
99354-99357
99361-99380
Laboratory Services 80000 — 89999 N/A
95250 — glucose monitoring
Emergency Physician Services 99281-99288 N/A
Services Related to: N/A
End-Stage Renal Disease & Dialysjs  90918- 90999 302-333
92950 — 93981 (includes 103-145;
Cardiovascular extremity arterial & venous 478,479,514-518
studies) 525-527
Endocrine -- 285-301
Pulmonary 94010 - 94799 N/A
Gastroenterology 91000-91299 N/A
Ophthalmology 92002 - 92499 N/A
Allergy & Clinical Immunology 95004 — 95199 N/A

Physician office visits were defined by detail prdare codes associated with outpatient
or office services involving physician evaluatiamdamanagement of patients (shown in
Table 1.2). Laboratory services are defined bgitiptocedure codes in the range:
80000-89999 and 95250 (glucose monitoring). Emergeservices are defined by
locating the emergency physician services by proeedodes 99281-99288, and then
rolling up the costs of all detail numbers assedatith those emergency services
claims.

Cost Definition

To explore the impact of drug use patterns asstiatth the PDL program on medical
costs, Indiana Medicaid claims were partitionedype of service. The amount actually
paid directly by the Indiana Medicaid program mimesipient co-pays and other
insurance was used as the Amount Paid for expaedituNe acknowledge that this
definition does not capture the full costs of mataxpenditures since Medicare is the
primary payer for Medicare-covered services andhima Medicaid would pay only the
balance. However, this study is only measurinfetéhces in paid amounts between two
groups. Since we are only interested in paymeangésetween groups, we contend
that amount paid is sufficient because it applepsadly to both groups.

Method of Analysis

Comparison of mean medical expenditures was coaddot each therapeutic class by
using MANOVA or a multiple comparisons analysisvafiance (ANOVA).
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The issue explored was whether recipients affdoyetthe PDL (i.e., those whose
medications were changed from nonpreferred to peddedrugs) showed significant

mean differences in expenditures compared to thosaffected by the PDL (i.e. those
who had no change in their medication). If anynges were observed, post hoc multiple
comparisons were conducted to determine which ghaulgreater expenditures.
Comparing mean expenditures between groups is aggmestimate if there were any
detrimental effects to the health of recipient®aiged with the PDL program. If
detrimental effects occurred from the PDL prograngdherapy, patients might require
greater medical expenditures from increased plarsicisits, hospitalizations, and lab
monitoring procedures.

Results

For recipients taking medications in any of thehettperapeutic classes as a covariate, no
statistically significant differences were obserirethe overall medical expenditures
(p=0.001, power=.40) or in specific medical servigges (p=0.006 MD Paid, 0.072
power; p=0.003 ER Paid, 0.225 power; p=0.002 Lak{ D power; p=0.001 total Medical
expenditures, p=0.402 power) between the two gréwgeipients affected by the PDL
program versus recipients not affected). Tabldlll&rates the between-subjects

effects.

Physician office visit expenditures were the onlgdical data where a problem was seen.
There were many zeroes in the paid amounts thateskéhe data causing the Levene’s
test of equality of error variances to be stat@lycsignificantly different. However, a
natural log transformation did not help rectify 8imiation. In looking at the differences
between means in physician office visit paid dtare does not appear to be large
differences between means. Therefore, this teshsdo be robust enough to capture the
correct outcomes.
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Table 1.3 General Linear Model —~ANOVA
(Tests of Between Subjects Effects & Descriptive &istics)
Tests of Between-Subjects Effects
Type Il Sum of Partial Etal Noncent. |Observed
Source Dependent Vari Squares df | Mean Square F Sig. | Squared Parameter Powe?
Corrected Mc MDPaid 34420941.322° 2 |17210470.661 | 38.863 |.000 .006 | 77.726 1.000
ERPaid 1913238.216° 2 956619.108 | 20.791 (.000 .003 | 41.582 1.000
LabPaid 1445112.1579 2 722556.078 | 12.843 |.000 .002 | 25.686 .997
MDEncounterP$989029847.282¢ 2 #94514923.641 | 7.562 |.001 .001 | 15.123 .946
TotalMedPaid |184569964.684 2 D92284982.342 | 10.369 |.000 .002 | 20.738 .988
Intercept MDPaid 603530893.418 1 p03530893.418 B62.836 |.000 .092 1362.836 1.000
ERPaid 28678166.001 1 |28678166.001 523.291 |.000 .044 | 623.291 1.000
LabPaid 53799346.554 1 [ 53799346.554 P56.255 |.000 .066 | 956.255 1.000
MDEncounterP4599028076.651 1 p99028076.651 574.766 |.000 .041 | 574.766 1.000
TotalMedPaid }892584766.026 1 B92584766.026 563.542 |.000 .047 | 663.542 1.000
TheraClass6 MDPaid 32260240.354 1 {32260240.354 | 72.847 |.000 .005 | 72.847 1.000
ERPaid 1887927.811 1| 1887927.811 | 41.032 |.000 .003 | 41.032 1.000
LabPaid 1443991.906 1| 1443991.906 | 25.666 |.000 .002 | 25.666 .999
MDEncounterP$987799079.692 1 P87799079.692 | 15.117 |.000 .001 | 15.117 .973
TotalMedPaid }156091624.662 1 [156091624.662 | 20.597 |.000 .002 | 20.597 .995
Persistence MDPaid 84543.595 1 84543.595 191 |.662 .000 191 .072
ERPaid 66513.086 1 66513.086 | 1.446 |.229 .000 1.446 .225
LabPaid 152335.971 1 152335.971 | 2.708 |.100 .000 2.708 377
MDEncounterP4301357423.954 1 B01357423.954 | 1.525 |.217 .000 1.525 .235
TotalMedPaid |591414928.057 1 p91414928.057 | 2.931 |.087 .000 2.931 402
Error MDPaid 977136973.448 3497 442849.298
ERPaid 621009092.276 13497 46010.898
LabPaid 759347578.602 13497 56260.471
MDEncounterP{602308778.636 [3497 [197644091.930
TotalMedPaid }488666751.585 |3497 P01784742.295
Total MDPaid 881688044.921 [3500
ERPaid 763089887.285 13500
LabPaid 989758266.125 [3500
MDEncounterP3056655531.129 | 3500
TotalMedPaid }301442363.652 |3500
Corrected To MDPaid 011557914.770 |3499
ERPaid 622922330.492 3499
LabPaid 760792690.759 13499
MDEncounterP3591338625.918 | 3499
TotalMedPaid [673236716.269 | 3499

a.Computed using alpha = .05
b.R Squared = .006 (Adjusted R Squared = .006)
C.R Squared = .003 (Adjusted R Squared = .003)
d.R Squared = .002 (Adjusted R Squared = .002)
€.R Squared = .001 (Adjusted R Squared = .001)
f.R Squared = .002 (Adjusted R Squared = .001)
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Estimates

95% Confidence Interval
Dependent Variable  Persistence Mean Std. Error | Lower Bound | Upper Bound
MDPaid EBLC Eae?gg ;ﬁ; tt;e:((;rg | as0.066"| 7363 444.633 473.499
NonPDL before, Change a
to PDL, Persistent with 464.488 9.661 445.550 483.425
PDL Therapy
ERPaid ’F\,'gf g:?g; eiﬁ;tze:(?rg' 100.102°|  2.373 95.450 104.755
NonPDL before, Change a
to PDL, Persistent with 104.911 3.114 98.807 111.015
PDL Therapy
LabPaid ’;gf 22?33;3; tt;e:(c;rg' 127518"| 2,625 122.373 132.662
NonPDL before, Change a
to PDL, Persistent with 134.795 3.444 128.046 141.545
PDL Therapy
MDEncounterPaid EBLC Eae?gg ;ﬁ; tt;e:((;rg‘ 5857.420° | 155.558 5552.503 6162.336
NonPDL before, Change a
to PDL, Persistent with 6181.102 204.100 5781.038 6581.166
PDL Therapy
TotalMedPaid ’F\,'gf gzrg;;g; tze\f(?rg' 6377.740°| 157.179 6069.646 6685.833
NonPDL before, Change a
to PDL, Persistent with 6831.185 206.227 6426.952 7235.418
PDL Therapy

a. Covariates appearing in the model are evaluated at the following values: TheraClass6 = 2.96.

Levene's Test of Equality of Error Variances 2

F dfl df2 Sig.
MDPaid 8.575 1 | 13498 .003
ERPaid .284 1 | 13498 .594
LabPaid .094 1 | 13498 .759
MDEncounterPaid .007 1 | 13498 .935
TotalMedPaid .318 1 | 13498 573

Tests the null hypothesis that the error variance of the
dependent variable is equal across groups.

a. Design: Intercept+TheraClass6+Persistence
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Descriptive Statistics

Persistence Mean Std. Deviation N
MDPaid nggzg;;ﬁ;;ﬁfﬁg $470.8451 $679.48317 8465

NonPDL before, Change

to PDL, Persistent with $444.6843 $646.12635 | 5035

PDL Therapy

Total $461.0881 $667.33318 | 13500
ERPaid ng 22?3;;3; tze:(?r; * | $102.9519 | $210.53434 | 8465

NonPDL before, Change

to PDL, Persistent with $100.1205 $221.83754 5035

PDL Therapy

Total $101.8959 $214.81577 | 13500
LabPaid ng 22?5%;’ ei'ﬁitﬁei?? | $130.0100 | $240.55120 | 8465

NonPDL before, Change

to PDL, Persistent with $130.6057 $232.03119 5035

PDL Therapy

Total $130.2322 $237.40090 | 13500
MDEncounterPaid EBLC 22?3;;3}',‘28:(?5 © | $5,970.7773 | $14,283.86305 | 8465

NonPDL before, Change

to PDL, Persistent with $5,990.5216 | $13,691.72791 5035

PDL Therapy

Total $5,978.1412 | $14,065.42695 | 13500
TotalMedPaid sgfgzrs%;eiﬁ;tge\f(orrg' $6,511.4356 | $14,283.85947 8465

NonPDL before, Change

to PDL, Persistent with $6,606.4110 | $14,099.55478 5035

PDL Therapy

Total $6,546.8579 | $14,214.95118 | 13500

12/20/2005 Page 29 of 69

ACS Government Healthcare Solutions
© 2005 All rights reserved. Information was deemed proprietary and confidential.



Conclusion

The Indiana DUR Board and OMPP have demonstratesranitment to addressing the
health care needs of its Medicaid population. ON#PEdbmmitted to providing quality
health care, while maximizing the financial res@sravailable. The PDL program was
implemented to ensure the quality of care and nim@rthe expenditures to the State of
Indiana, while minimizing the impact to recipieaisd health care providers. As a
consequence, OMPP is required to analyze the ingfdloe PDL program and identify
any unintended consequences associated with thepRigjram.

In the eight therapeutic drug classes and 38,7dgiemts evaluated over both a 6-month
pre- and post-implementation of the PDL prograra,gtidence does not suggest that
recipients affected by the PDL (by requiring a deto a preferred medication) have
higher medical costs as a result. Following uphensame recipients at one and two-
years post-implementation, 23,585 were still elgiflor study. In the 23,585 recipients
evaluated one-year and two-years post-implementatie@ evidence does not support
higher cost shifting to other specific medical exgitures, such as increased lab tests.
The same pattern was found for the 13,498 recipieith medical expenses out of the
21,127 recipients studied in the first half of y8axho were still taking medications and
who were still eligible.

In conclusion, recipients impacted by the PDL pamgido not demonstrate a statistically
significant increase in medical expenditures whemgared to recipients not affected by
the PDL program.

Discussion and Limitations

Caution must be used in the interpretation of theselts. The following limitations
should be noted when evaluating the findings & sigiction.

Retrospective studies, such as this one, are subjeamerous biases. Since it is
impractical to operate a Medicaid program like atoalled clinical trial, there may be
differences observed in user groups that are raggsarily attributable to the program
itself but to other confounding factors that ariclilt to control for or are unknown.
For this reason, results of retrospective obsematistudies such as this one are
considered associations and not causal.

Furthermore, the type of statistical tests perfatiten help account for biases known to
be a part of the analyses. The between-groupn@sawere significantly different;
meaning, one of the assumptions of ANOVA were Vaxda Yet, ANOVA is known for
being a very robust test. A repeated measurdgsimavas conducted due to its design
advantage in reducing the unsystematic variabilityhe design and so provides greater
power to detect effects. Further analyses usiad@tinferroni method were performed to
verify results. The Bonferroni method has beemshto be extremely robust; it
controlled alpha levels and Type 1 error ratesbdst out of all the univariate techniques.
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In the first study by using medical data that waky &-months post implementation,
Levene’s test of equality of error variances wasigicant for many therapeutic classes
and medical service type expenditures, meaninpeheeen-group variances are
significantly different. Levene’s test of equaliferror variances was most often
significant for emergency room services, laboratand inpatient hospital services where
number of incidences and sample size are low. Vgherple sizes are low, some
recipients in this study may have measurements rdiffshrent from the average user
(outliers) and thus can “skew” the results. Thgdaamount of zero paid amounts for
physician office expenditures skewed the data sh@heven a natural log transformation
did not correct the problem. However, the tesexlis analyze the data in this study are
“robust” as to limit the effect of “skewed” data.

In the follow-up second study, Levene’s test wgsigicant only for physician office
expenditures. This phenomenon can be explaingdeblag time of receiving medical
claims data. Having only 6-months post-implemeaotatiata for the first study was a
significant problem. After two years, gaps in thedical data for 6-month to 1-year post
implementation had subsided and increased theityatifithe medical data. Since
prescription claims data are point-of-sale, therdritually no lag time on prescriptions
claims data. However, medical claims data subwnisis still paper driven in some
offices, and is much slower in getting into theathatse.

It was mentioned in the first Report that stepsutdhbe taken in future studies to
equalize the variances through data transformatioh as taking the square root of, rate
of change of all values of the dependent variallegmoving outliers prior to analyses.
Data transformation was recommended for futur@¥elup studies in Report 1.

There is an apparent selection bias inherent itvibecohorts studied. This means that
there are systematic differences in the groupsesiuzhsed on the way the recipients
were selected into the study groups. For examplyme therapeutic classes (or disease
states), recipients who were already taking théepred drugs were stabilized and were
inherently using less medical resources both prd-st-PDL implementation than
those in the nonpreferred groups. It would makessehat users of a medication that a
therapeutics committee deemed to be clinically sapould have different health
outcomes than those who used a “nonpreferred” tiatlgninferior medication, then
switched to the “preferred” medication. Conversetysome therapeutic classes where
the medications were equally effective, recipientitched from a newer, more
expensive “nonpreferred” medication may not beielsas a recipient who has been
taking an older, less expensive “preferred” medbecetor a long time. Thus, the results
observed from each therapeutic class studied miegppdy to other therapeutic classes.

The medical analyses in this study are based opaitteamounts by the State of Indiana
Medicaid Program. Paid amounts (expendituresttigastate incurred) are only one
measure of costs of providing services. Fluctuatio third party liability (TPL)
expenditures and co-pays are not accounted for whieig paid amounts. There is also
the possibility of missing services performed thate not yet been filed or paid. For
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these reasons, this study does not capture tranltle total overall expenditures for
medical services but rather the State’s liabilitythe services studied.

The 6-month post-PDL study period was a relatigblgrt-term follow-up. Medical
illnesses may take longer than 6 months to devatapfurther follow-up with longer
post-periods should be conducted. The two laidgegations to the first study, low
power measures in many of the drug classes stadgiddhe highly skewed medical data
were rectified with the second iteration of thigdst, except for specific physician office
visits. Any effects of the program became moreent during this subsequent PDL
evaluation and we were able to have much more dendie in the statistical results.
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CHAPTER 2
THE EFFECTS OF THE PREFERRED DRUG L1ST PROGRAM ON
MEDICAID RECIPIENTS' ACCESS TO MEDICATIONS

Introduction

Under a PDL program, claims for nonpreferred madica cause a denial edit to post on
the dispensing pharmacy’s point of service respoiises edit directs the pharmacist to
contact the prescriber. The prescriber may eitisruct the dispensing pharmacist to
dispense a “preferred medication,” call an ACS attivgy pharmacist to discuss
alternative therapy, or request prior approval ftbe Indiana Medicaid program or its
contractor to use the originally prescribed “norfgneed” medication.

Claim denials may also occur if there is an atteropefill a prescription too early. The
prescriber may discuss any of these events withetfiewing pharmacist to arrive at an
appropriate course of action. The possible outsoofigenied claim events are: 1) the
new prescription is filled without delay, 2) thewmprescription is filled after a delay, or
3) no related or follow-up prescription is presedb

Concern has been expressed by some patient adsoeeteufacturers, prescribers,
patients and others that a Preferred Drug Listpamgmnay cause some patients harm by
either causing a delay in starting on prescribedicagions or by potentially “restricting
access” to medications. Specifically, if pharmecgannot contact the prescriber and
bring resolution to the denied claims rather quickltients may leave the pharmacy
with no medication. Some patients will eventuadigeive medications after a delay;
while, other patients may choose not to follow-aiet thereby, in essence, terminating
therapy previously begun, or never starting theydnerapy.

First, not all delays or therapy terminations a&ged with a PDL program are
undesirable. Delays can occur between the tintkeoflenial and the next fill because
the participant attempted to receive an earlylrefihe physician might not have chosen
to call for a prior authorization and simply allodvihe therapy to terminate because the
prescription was no longer necessary. There nhigiw been no follow up prescription
filled because the member was no longer eligibteMfedicaid.

Second, some delays seen through the prescrigonscdata are not actually delays in
therapy. The physician may have given the rectegscription samples. Although a
delay in the payment for a claim is quantifiabtas idifficult to truly quantify an actual
delay in therapy from claims data. A pharmacisy mizoose to dispense a small supply
of denied medication for a recipient until suchdithat the prescriber requests a prior
authorization for the product.

Nevertheless, although it is desirable to increhseshare of “preferred” medications
versus “nonpreferred” medications, when claimsoeneied, it is important to enable
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participants who need prescribed medications tainotthem while limiting inappropriate
use of medications. Therefore, ACS performedraatyais to determine if the
implementation of the Indiana State Medicaid Pref&Drug List (PDL) Program
impacted medication access for participants.

Report 1 Review

ACS’ claims processing system enabled the ideatifio of denied claims for
nonpreferred medications in the preferred drug I3t the 188,508 monthly recipients
followed between May and September 2003, only 4(2626%) experienced a denied
pharmacy claim. Most of these recipients wentmreteive the medication through a
prior authorization approval. Over half of theléaV-up claims were processed on the
same day that the denial occurred. Thereforeydétaobtaining medications were a
problem for only 1.2% of recipients. Of those péents experiencing a delay, only 1,485
(0.78%) overall and 0.3% recipients receiving pripsions for antihypertensives
experienced a denied claim with no prior appro¥a nonpreferred medication, and no
paid claim for a related medication within 30 dayi$e percent of eligible participants
experiencing an exception event, and not receigingedication within 30 days of the
event, ranged from 0.3% for the antihypertensiasszs

Further, denials for a given class diminished migreis providers gained experience with
the program. It is impossible to know from phargnalaims data what portion of these
dropped claims were clinically inappropriate togatting filled anyway, such as
duplicate or unnecessary therapies. Overall,divepercentage suggests a minimum
impact on PDL users. We do not know how many efdropped claims were due to
medications having no refills left as opposed timp@mew medications with refills left.
While we understand that some dropped claims mag bame from medications with

no refills, this analysis was not included in thedy.

Therapy termination was an expected and potentigirable outcome for the preferred
drug list program. The PDL intervention was helpfuflagging cases of inappropriate
therapy or therapy that was due to be discontintégerefore, some share of those
exception events that were without follow up wolbélappropriate. Again, it was not
possible to assess the degree to which exceptiemt®with no follow up medication
were desirable or were instead the result of renigi physicians or pharmacists who
failed to follow through with their respective regsibilities.

Report 2 Review
Since between 30 to 50% of all patients fail tddwltheir prescribed therafiyonce they

receive it, noncompliance or lack of persistendd waking medications may be a larger
concern. Therefore, Report 2 analysis examineigiegts who were noncompliant (as

2L Amercian Medical Association — Report 2 of the @cilion Scientific Affairs, 1998.
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evidenced by inconsistent prescription claims njgtaith their medications after
receiving non-preferred and preferred medications.

Methods

For the purposes of studying noncompliance, rextpievere classified as follows.
Recipients were followed from March 2002 to Septen2004. The Indiana Medicaid

recipients had an overall rate of noncomplianc26#%.

Table 2.1. Sample Sizes

Value Label N
Persistence 20 No Change, PDL to PDL, Persistent Tx | 7198
21 NonPDL to PDL Change, Persistent PDL Therapy | 4259
30 No Change, Mild NonCompliance 747
31 NonPDL to PDL Change w/ Mild NonCompliance 400
90 No Change, PDL to PDL, Severely Not Persistent w/ PDL med | 1820
91 NonPDL to PDL change, Severely not persistent with PDL med | 1150

Results

Results showed that even recipients who were @legsis “mildly non-compliant” with
their medications (defined as recipients who misgddast 2 prescriptions of 30-day
therapy in the past 12 months) were significaniffecent from recipients who persisted
with their therapy. Results also demonstratedttiere were no significant differences in
whether recipients were previously taking nonprefgiand switched to preferred
medications or had been on preferred medicatidradalg (see Chapter 3); however,
there were significant differences between recigierho were persistent in taking their
therapy and those who were noncompliant (see TaB)e

Recipients who were persistent in taking their roatibns had significantly lower mean
expenditures for physician office visits, emergermym visits, and laboratory
procedures than recipients who were noncompliaaibl@2.3).

Conclusions

In conclusion, the results help illustrate thatltheautcomes for Indiana Medicaid
recipients are less likely to be related to whetbeipients are taking nonpreferred or
preferred medications, but rather whether recigianli be compliant with taking any
medication, be it preferred or nonpreferred.
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Table 2.2. MANOVA on Compliance

Tests of Between-Subjects Effects

Type Ill Sum of Partial Eta| Noncent. |Observed
Source Dependent Varial Squares df Mean Square F Sig. | Squared |Parameter Powef
Corrected Mod MDPaid 183564588.631P 6 30594098.105 | 49.516 | .000 .019 | 297.097 1.000
ERPaid 11535275.434°¢ 6 1922545.906 | 31.668 | .000 .012 | 190.009 1.000
LabPaid 2846671.1624 6 474445.194 6.139 | .000 .002 36.835 .999
TotalMedPaid 4778083957.148° 6 | 796347326.191 3.805 | .001 .001 22.829 .967
Intercept MDPaid 1378533125.074 1 (1378533125.074 p231.140 | .000 .125 | 2231.140 1.000
ERPaid 65993909.268 1 65993909.268 |087.053 | .000 .065 | 1087.053 1.000
LabPaid 83322469.486 1 83322469.486 |078.157 | .000 .065 | 1078.157 1.000
TotalMedPaid  18374986587.559 1 [8374986587.559 |708.928 | .000 .044 | 708.928 1.000
TheraClass6 MDPaid 14229582.985 1 14229582.985 | 23.030 | .000 .001 23.030 .998
ERPaid 1413640.418 1 1413640.418 | 23.286 | .000 .001 23.286 .998
LabPaid 407434.193 1 407434.193 5.272 | .022 .000 5.272 .632
TotalMedPaid 3681841761.124 1 [3681841761.124 | 17.592 | .000 .001 17.592 .987
Persistence MDPaid 168307855.953 5 33661571.191 | 54.481 | .000 .017 | 272.404 1.000
ERPaid 10159820.566 5 2031964.113 | 33.471 | .000 .011 | 167.353 1.000
LabPaid 2552353.979 5 510470.796 6.605 | .000 .002 33.026 .998
TotalMedPaid 1536695422.945 5 | 307339084.589 1.468 | .196 .000 7.342 .523
Error MDPaid 9618232713.298 (15567 617860.391
ERPaid 945057151.904 (15567 60709.010
LabPaid 1203054332.983 (15567 77282.349
TotalMedPaid  p8093409022.856 [15567 | 209294880.775
Total MDPaid 15509128875.966 (15574
ERPaid 1229793262.391 (15574
LabPaid 1587271882.389 (15574
TotalMedPaid  p6005304751.637 [15574
Corrected Tots MDPaid 9801797301.929 (15573
ERPaid 956592427.338 (15573
LabPaid 1205901004.145 (15573
TotalMedPaid  $2871492980.004 [15573

a.Computed using alpha = .05
b.R Squared = .019 (Adjusted R Squared = .018)
C.R Squared = .012 (Adjusted R Squared = .012)
d.R Squared = .002 (Adjusted R Squared = .002)
€.R Squared = .001 (Adjusted R Squared = .001)
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Table 2.3

Mean Differences Recipients who fill theimedication persistently
(Persistent Users) and those who are inconsistemt getting their medications filled
(NonCompliant)

Descriptive Statistics

Persistence Mean Std. Deviation N
MDPaid No Change, PDL to PDL, Persistent Tx $553.7238 $705.03821 7198
NonPDL to PDL Change, Persistent PDL Therapy $525.7069 $671.53462 4259
No Change, Mild NonCompliance $781.7323 $955.08008 747
NonPDL to PDL Change w/ Mild NonCompliance $791.5029 $966.33998 400
rI\Tl]t:}é:hange, PDL to PDL, Severely Not Persistent w/ PDL $768.2491 $1,023.73542 1820
NonPDL to PDL change, Severely not persistent with $786.5029 $1,011.40274 1150
PDL med
Total $605.3638 $793.35345 | 15574
ERPaid No Change, PDL to PDL, Persistent Tx $118.3292 $223.65162 7198
NonPDL to PDL Change, Persistent PDL Therapy $115.6212 $237.21147 4259
No Change, Mild NonCompliance $181.8547 $299.40468 747
NonPDL to PDL Change w/ Mild NonCompliance $190.2817 $329.01114 400
mc;é:hange, PDL to PDL, Severely Not Persistent w/ PDL $160.8271 $273.71790 1820
NonPDL to PDL change, Severely not persistent with $171.7533 $295.80007 1150
PDL med
Total $132.4466 $247.84338 | 15574
LabPaid No Change, PDL to PDL, Persistent Tx $149.1504 $253.69882 7198
NonPDL to PDL Change, Persistent PDL Therapy $149.8065 $244.64870 4259
No Change, Mild NonCompliance $180.1872 $365.92513 747
NonPDL to PDL Change w/ Mild NonCompliance $180.2543 $286.57844 400
i tw/ PDL
mc;dChange, PDL to PDL, Severely Not Persistent wi $167.6293 $356.60837 1820
NonPDL to PDL change, Severely not persistent with $185.8309 $325.05760 1150
PDL med
Total $156.4853 $278.27211 | 15574
TotalMedPaid No Change, PDL to PDL, Persistent Tx $7,490.3659 | $14,977.11166 7198
NonPDL to PDL Change, Persistent PDL Therapy $7,652.3951 | $14,969.60032 4259
No Change, Mild NonCompliance $7,410.1710 | $11,868.95631 747
NonPDL to PDL Change w/ Mild NonCompliance $6,702.5388 $8,601.26253 400
mc;é:hange, PDL to PDL, Severely Not Persistent w/ PDL $8,170.2200 | $14,749.93520 1820
NonPDL to PDL change, Severely not persistent with $7.829.7778 | $11,005.69271 1150
PDL med
Total $7,615.1062 | $14,474.84237 | 15574
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Report 3 Review

For Report 3, the PDL program’s impact on userskas to medications after the PDL
program had been operating for some length of time assessed. ACS’ claims
processing system enabled the identification ofetbaolaims for nonpreferred
medications in the preferred drug list. Retailnpiacy prescription claims were
examined at 26 and 31 months after initial impletagon. Since pharmacy claims for
recipients residing in nursing homes were manydibited months after the date of
service, only outpatient retail pharmacy claimsdiaried at point-of-sale were analyzed.
Of the 203,463 monthly recipients followed for 2&mths after the PDL program began,
and of the 208,693 monthly recipients followed3drmonths after the initial PDL
program began, only 3,288 (1.5%) experienced aedeciaim in the two months of
October 1, 2004 and March 31, 2005.

A random sample of 1,000 retail pharmacy Medicaitpients’ claims were analyzed
during the month of October 2004 after the recipeperienced a denied claim due to a
non-PDL prescription claim. Another random sangfl@50 were analyzed in the month
of March 2005. Of the 1,750 random recipientsofeid from the initial claim rejection
due to a non-PDL prescription claim, only 47 reeiyis (0.023%) in October 2004 and 28
recipients (0.013%) in March 2005 experienced aedecaim with no paid claim for a
related medication within the next 30 days.

It is impossible to know from pharmacy claims dateat portion of these dropped claims
were duplicate or unnecessary therapies. Sinceralty claims data were the only
source of information available to perform thislgess, it is impossible to determine
which delay/terminations were clinically appropeiatClaims data does not allow full
explanation for the therapy interruptions. Forragke, there are many potential reasons
other than PDL such as: physician sampling of oatitins, other 3 party liability,

patient compliance, or changes in patient therapy.

The denied claims were primarily antihypertensivedioations, especially Angiotensin
Receptor Blockers (ARBs) and ACE Inhibitors. Bagpdn the pattern that ACS
observed as developing after the criteria were émginted, it appears that some
providers may have been attempting to bypasateati of the Indiana criteria instituted.
For example:
- When eye drop claims denied, a pattern reveale@ srarmacy
providers resubmitted with an emergency overridiecand input 3-days
as the days supply. This pattern allowed the ctaiprocess and pay;
thereby, bypassing the edit criteria.
- When there was a denial for step therapy for ARBere recipients
must have failed an ACE Inhibitor first, a patteenealed some
providers switched the claim from plain ARBs to ¢onation ARBs
with HCTZ that had no step therapy criteria. Tihisnediate switch
allowed the claim to process and pay; thereby, ssipg the edit
criteria.
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Overall, the initial number (0.78% without a rethtdaim within 30 days of the denial in
the first year) suggest a minimum impact on PDLrsisé&urther, denials for a given class
diminished monthly as providers gained experienitl the program as evidenced by the
0.023% at 26 months and 0.013% at 31 months &féegpriogram began.

To put this into perspective, the rate of nonpreféiclaims denials where recipients had
no later related claim within the next 30 daysaislbwer than the 30 to 50%
noncompliance rate documented in the literatuiacesbetween 30 to 50% of all patients
fail to follow their prescribed therapy once thegeive it, noncompliance or lack of
persistence with taking medications may be a largacern.
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CHAPTER 3
PREFERRED DRUG LIST PROGRAM PRIOR AUTHORIZATIONS

Preferred Drug List (PDL) program prior authoripas (PA’s) requested, approved, and
denied are listed in the table below. In ordegit@ two different perspectives on the
PA’s requested for non-preferred drugs, both calegdar and federal fiscal year figures

are listed along with partial year data.

During the calendar year 2003 (1/1/03 to 12/31tB8)e were 73,251 PDL program prior
authorizations requested. Of the 73,251 PA’s retguk 71,053 were approved (97.0%),
259 were denied (0.4%) and 1,939 were suspendéb)2.

During the calendar year 2004 (1/1/04 to 12/31tBéje were 81,440 PDL program prior
authorizations requested. Of the 81,440 PA’s rstguk 79,567 were approved (97.7%),
1,352 were denied (1.7%) and 521 were suspendab)0.

The percentage of prior authorizations (PA’s) fon+preferred drugs that were approved
slightly decreased from 99.5% (between August 20@ecember 2002 when the PDL
program first began) to it lowest point of 97.0%calendar year 2003. The percentage of
PA’s for non-preferred drugs that were approveddased from it lowest point in

calendar year 2003 (97.0%) through calendar yed4 287.7%) and into the first quarter

2005 (98.2%).

The percentage of prior authorizations (PA’s) fon+preferred drugs that were denied
slightly increased over the life of the PDL Progrixom 0.2% denied (between August
2002 to December 2002 when the PDL program firgabgto 1.3% in the first quarter

2005.

Table 3.1. Preferred Drug List Prior Authorizations

(First 6-months of FFY 2005)

Average # Total All #A De- Sus-
Time Period Utilizers PA’'s Approved % A PUPM nied % D pend %S
per Month Requested ed
FFY 2003 204,840 80,950 79,200 | 97.8% | 0.0322 | 193 | 0.2% | 1,557 | 1.9%
(Oct 1, 2002 to Sep 30, 2003) ' ' ’ : : : ' :
FFY 2004 . . .
(Oct 19003 to Sep 30, 2004) | 208:9% 75,705 73681 | 97.3% | 0.0204 | 1,177 | 1.6% | 847 | 1.1%
Oct 1, 2004 to Mar 31, 2005 205,982 41,052 40,427 | 985% | 0.0327 | 513 | 1.2% | 112 | 0.3%

Aug 1, 2002 to Dec 31, 2002 200,054 17,866 17,775 99.5% 0.022 91 0.5% 0 0%
Calendar Year 2003 207,593 73,251 71,053 97.0% 0.029 259 0.4% | 1,939 | 2.6%
Calendar Year 2004 204,754 81,440 79,567 97.7% 0.032 | 1,352 | 1.7% 521 0.6%
Jan 1, 2005 to Jun 30, 2005 200,134 34,009 33,481 98.4% 0.028 456 1.3% 72 0.2%

12/20/2005

ACS Government Healthcare Solutions
© 2005 All rights reserved. Information was deemed proprietary and confidential.

Page 40 of 69



TABLE 3.2

NUMBER OF PRIOR AUTHORIZATIONS

ISSUED BETWEEN AUGUST 2002 AND DECEMBER 2002

BY THERAPEUTIC CLASSES WITH PREFERRED DRUG LISTS IN EFFECT AT THE TIME
WITH COUNT OF DENIALS

PDL Therapeutic Class

A4D - ACE Inhibitor

A4D - ACE Inhibitor W/Diuretics

A4F - Angiotensin Receptor Blockers

A4F - Angiotensin Receptor Blockers w/Diuretics
A4K - ACE Inhibitor w/CCB

A9A - Calcium Channel Blockers

C4N - Thiazolidenediones

D4K - Proton Pump Inhibitors

H3F - Triptans

J5D - Beta Agonists

J7A/B/C - ALPHA/BETA Adrenergic Blockers
MA4E - Statins

MOP - Platelet Aggregation Inhibitors

P5A - Inhaled Glucocorticoids

R1M - LOOP Diuretics

Z2A - Non-Sedating Antihistamines

TOTAL

12/20/2005

Count of PAs
Between August

Count

of

and December

Denied

2002

594

16

71

16

13,289

29

258

1,790

9

84

97

22

1,491
17,775
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PAs

90

91

% Denied
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.7%
0.0%
0.4%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.5%
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Table 3.3 Calendar Year 2003 PA’s Related to the RDProgram

ﬁ Indiana Medicaid - Preferred Drug List Prior Authorizations
‘ Run Cate:

|Key: A=ppproved D=Denied S=Suspended |

From 01012003 To 12i31/2003

Cliznt 1D:

Therapeutic Class or Preferred Drug Description A

992

18

11

183

239

276

1,789

388

39

49

55

145

12

108

7897

16

143

24

15,632

943
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Table 3.3 — continued —

A Indiana Medicaid - Preferred Drug List Prior Autherizations

A L s

From 01/01/2003 To 12/31/2003

Run Cate:

Short Acting Beta Agonists 3,049 3 1
Skelatal Muscle Relaxants 945 1
Smoking Deterrent Agants 73
Systemic Vitamin A Derivatives 164
Thiazolidenediones 1.207 3
Triptans 449
Ultram and Ultracet 1,242 18 137
Urinary Tract Antispasmedics- Antiincontinence 271
Vaginal Antimicrobials 736 2
Zithremax Limit - PDLZPAK 112
Zofran Tablet Limit {10 tablets par Rx} 15

Sum:| 52,054 [ 185 1,385
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Table 3.4 Calendar Year 2004 PA’s Related to PDL Rgram

%\ Indiana Medicaid - Preferred Drug List Prior Authorizations

S=Suspended | Run Date:  %/31/2005
Client ID:  INCAID

A C S |K' 1 A=Approved  D=Deni

From 01/01/2004 To 12/31/2004

Therapeutic Class or Preferred Drug Description A D 5
ACE Inhibitors 1,469 15 1
ACEI with CCB 105 1 0
ACEIl with Diuretics 120 1 0
Acne Agents 7 0 0
Actig 58 40 0
Agents to treat COPD 28 [} 0
Alpha Adrenergic Blockers 75 1 0
Alpha- Beta Adrenergic Blockers 1,248 5] 10
Angiotensin Receptor Blockers (AREs) 4,212 26 il
Antidiabetic Agents 535 k| 4
Antiemetic - Antivertigo Agents 83 1 0
Antifungal Oral 812 1 1
Antifungal Topicals 555 4 1
Antipsoriatics 11 0 0
Antiuleer- H Pyloric Agents 376 2 3
Antiviral Anti-herpetic Agents 442 1 2
Antiviral Influenza Agents 131 1 0
ARBs with Diuretics 198 0 2
Benign Prostatic Hypertrophy 51 [} 0
Beta Adrenergic Bleckers 170 1 0
Beta Adrenergics & Corticosteroids 1,119 1 1
Bile Acid Sequestrants 242 1 0
Bene Formation Stimulating 111 2 0
Brand NSAIDS 1,275 132 157
Calcium Channel Blockers 345 3 0
Calcium Channel Blockers wiHMG CoA Reductase Inh 1 1] 0
Carafate (Sucralfate) 187 78 10
Cephalesparins 557 T 1
Cox-2 Inhibitor 6,655 590 86
Diflucan 150myg 2 Tablet Limit PDLDIFLUCAN 2 ] 0
Duragesic 308 a 0
Eye Antibiotic- Corticostercid Combo 307 4 1
Eye Antihistamines 386 B 1
Fibric Acids avy o] 0
Flueroquinolenes 278 1 0
Fortea 136 12 0
Growth Hormones 208 44 5]
H2 Antagonists 4 1] 0
Hematinics 12 1] 0
Heparin and Related Products 27 [} 0
HMG CoA Reductase Inhibitors 857 4 G
Imitrex Stat Dose Month Limit 1 1] 0
Imitrex Tablets Menth Limit 4 0 0
Inhaled Glucocorticoids 641 2 1
Inspra 3 0 0

Page 1 of 2
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Table 3.4 -- continued --

%\ Indiana Medicaid - Preferred Drug List Prior Authorizations

A C =

From 01/01/2004 Te 12/31/2004

Run Date:  3/31/2005
Client ID:  INCAID

12/20/2005
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Ketolides 10 4] o
Lactulose 1 1] 1]
Leukocyte Stimulants 35 4] [}
Leuketriens Receptor Antagonists 3,356 a 10
Long Acting Beta Agonists 176 1 0
Loop Diuretics a7 3 0
Macrolides 169 1 ]
Miotics - CIPR 474 1 1
Narcotics 1,348 24 5
Nasal Stercids and Antihistamines GO3 3 0
Non-Sedating Antihistamines 6,680 ] 25
Ophthalmic Antibiotics 474 1 ]
Opthalmic Mast Call Stabilizers 70 [u] 1
Oral Antifungals 18 1] 0
Other Lipotropics 1 0 [}
Otic Antibiotics 350 3 ]
Oxycodone and Hydrocodone APAP 10 0 [u]
Oxycedona IR 2 o] [}
Oxycontin 119 a 1
Plan Limits 7019 49 21
Platelet Aggraegation Inhibitors 263 3 T
Prior Authorization 40 1 1
PROPOXYPHEME WITH APAP 1 1 0
Proton Pump Inhibitors 22,805 126 103
SERMS - Bone Resorption Agents 874 2 [¥]
Short Acting Bata Agonists 2437 i} 1
Skeletal Muscle Relaxants 1538 12 2
Smoking Deterrent Agents 41 Q [}
Stadol- NS 5 0 0
Systemic Vitamin A Derivatives 28 [u] [}
Thiazolidenediones 1934 18 [
Topical Estrogen Agents 156 3 0
Topical Vitamin A Derivatives 237 2 ]
TPL Claim Too Old 332 2 1
TPL Within Filing Limit 28 1 0
Triptans 415 1 2
Ultracet 1 0 ]
Ultram and Ultracat 3 0 0
Urinary Tract Antispasmeodics- Antiincontinence 442 3 [}
Vaginal Antimicrobials 1,396 7 2
Zithromax Limit- POLZPAK 12 "] "]
Zofran Tablet Limit {10 tablets par Rx) 2 o] [}
Sum:| 79,567 1.352 521
Page 2 of 2
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Table 3.5 First-Half Year 2005 (January 1, 2005 tdune 30, 2005)

PA’s Related to PDL Program

/ﬁ\ Indiana Medicaid - Preferred Drug List Prior Authorizations
.

A C 5 [y A=Approved D=Daenied S=Suspended | RunDate:  8/26:2005
From 0150172005 Tao 06/3052005 Glient O IHGAID

Therapeutic Glazs or Preferred Drug Description b u] £
A CE Inhibitars 485 a 2
A GEl with GGE 265 2 u}
A GEl with Diuretic s 41 i] 1
Acne agents 139 a a
Actig 52 5 ]
Agents totreat COPD 410 1 1]
AlphaAdmenergic Blockers 3] 1] u]
Alpha- Beta Adrenergic Blockers 1,055 i 4
Angiotensin Receptor BElockers (ARES) 22 ] &
Antidiabetic Agents 434 u] 2
Antiemnetic - Antivertigo Agents 52 1] 1]
Antitungal oral 401 i] i]
Antitungal Topicals 196 ] [i]
Antipzoriatics 3 u] 1]
Antivlcer- H Pylanc Agents 140 i] 1
Antiviral & nti-herpetic Agents 2 1 1]
Antiviral Intluenza Agents g a] i]
AREzwith Diuretics 110 1 1]
Eenign Prostatic Hypertrophy 39 a a
Eota adrenergic Blockers 45 1] 1]
Eeta Adranergics & Gorticosteroids 440 1] 2
Eile Acid Sequestrants 110 [i] [i]
Eone Formation Stimulating 179 a 1
Brand H5AIDE 451 191 2
CGalcium CGhannel Blockers 174 1] 1
Galcium Ghannel Blockers wiHM G GoA Reductasze Inh 2 o] u)
Caratate (Sucraltate) 435 43 i]
Cephalosponns pats] 1 0
GoXx-2 Inhibitar 1,892 136 ]
Eve antibiotic- Corticosteroid Combo 164 1 1]
Eyve Antinistamings 96 1 i]
Fibric Acids 287 u} u}
Fluoraquinalones 113 i} 1
Farten S0 14 i]
Growth Homones 139 11 z
H2 Antagonigts 7 a] i]
Heratinics 1 1] a
Heparin and Related Products 1 a a
HMWS Goa Reductase Inhibitors 115 1] 1]
Inhaled Glucocorticaoids 10 u} u}
Inspra 17 i} i}
Ketalides 156 a 1]
Leukocyte Stimulants 13 i] i]
Leukotriene Receptor Antagonizts 703 1 1
Long Acting B eta Agonizts 12 1 u]
Loop Diuretics 20 i] i]
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Table 3.5 -- continued --

ﬂ\ Indiana Medicaid - Preferred Drug List Prior Authorizations

A Lo 3 Run Date;  G26520058
Frorm 0101520056 To 06/3002005 Client ;. IHGAID
Therapeutic Glazs or Preferred Drug Description e u] 3
M acrolides 75 0 0
Wiotics - IFR 166 0 1
Narcotics 550 3 u]
Nazal Steroids and Antiniztamines ] ] 1
Non-Sedating Antihistamines 3,202 & &
ophthalmic Antibiotics 74 1] 1
opthalmic Mast Coll Stabilizers 17 i] i]
otherLipotropics Y 1] 1]
otic Antibiotics 47 a u]
Flan Limits 4412 & 12
Platelet Aggregation Innhibitors 53 1] 1]
Proton Furnp Inhibitors 9,257 16 15
SERMS - Bone Resorption Agents 475 1 1
Short Acting Bata Agonists 45 i] i]
Skeletal Muscle Relaants i st 2 z
Srnoking Deterrent Agents 3 u] 1]
Systemic Vitamin A Derivatives 1 1] 1]
Thiazolidencdiones G265 1 0
Topical Eztrogen Agents 37 i] i]
Topical Vitamin A Derivatives =153 1] 1]
TPL Claim Too &ld i u} u}
TFL within Filing Lirnit 45 i} i}
Triptans 113 i] i]
urinary Tract Antispasmodics Antiincontinence 259 [i] [i]
Waginal Antimicrobials 3 1] 1]
Sum:| 33451 456 72
Page 2of 2
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Table 3.6 Federal Fiscal Year 2003 PA’s Related DL Program

%\ Indiana Medicaid - Preferred Drug List Prior Authorizations

A Cc s |K»':'_.-': A=Approved D=Denied S=SL|5|:'-3|1rJ-'=rJ| Run Date:  3/31/2005
Client1ID:  INCAID

From 10/01/2002 To 09/30/2003

Therapeutic Class or Preferred Drug Description A D 5
ACE Inhibitors 750 o] 1
ACEI with CCB 160 0 0
ACEI with Diuratics 20 0 0
Alpha Adrenergic Blockers 7 0 0
Angiotensin Receptor Blockers (AREs) 3,238 4 2
Antidiabetic Agents 500 1 0
Antiemetic - Antivertige Agents 4 ] [i]
Antifungal Oral 693 1 0
Antifungal Topicals 300 a 0
Antipsoriatics 1 ] 0
Antiulcer- H Pyloric Agents 54 1] 0
Antiviral Anti-herpetic Agents 24 [u] 0
Antiviral Influenza Agents 3 0 0
ARBs with Diuretics 191 2 2
Beta Adrenergic Blockers 1876 [u] 0
Bile Acid Sequestrants 112 1 0
Erand NSAIDS 5,003 47 708
Calcium Channel Blockers 270 "] 0
Carafate (Sucralfata) 223 26 56
Caphalosporins 334 1] 0
Diflucan 150myg 2 Tablet Limit PDLDIFLUCAN 26 a 0
Duragesic 2,040 4 18
Fibric Acids 25 [i] 0
Flucroquinolones 38 a 0
Forteo 1 o] 0
Growth Hormanes 2N "] 12
H2 Antageonists 2770 10 183
Heparin and Related Products 1 0 0
HMG CoA Reductase Inhibitors 5 1] 0
Imitrex Stat Dose Month Limit 16 0 0
Imitrex Tablets Month Limit 40 [u] 0
Inhaled Glucocorticoids 87 1] 0
Lactulose 511 5 102
Leukecyte Stimulants 10 Q 0
Leuketriens Recoptor Antagonists 7 0 0
Long Acting Beta Agonists 202 1 0
Loop Diuretics 26 a 0
Macrolides 242 0 0
Miotics - OIPR a7 [u] 0
Narcotics 374 0 0
Nasal Stercids and Antihistamines 1 0 0
Nen-Sedating Antihistamines 1,979 ] [i]
Ophthalmie Antibiatics 178 a 0
Opthalmic Mast Cell Stabilizers 21 1] 0
Oral Antifungals 12 Q 0
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Table 3.6 -- continued --

%\ Indiana Medicaid - Preferred Drug List Prior Authorizations

A C ¥ Run Date;  3/31/2005

Client ID:  INCAID
From 10/01/2002 To 09/30/2003

Otic Antibiotics 21 0 ]
Oxycodone and Hydrocodone APAP 144 23 12
Oxycodone IR 124 1 4
Oxyeentin G674 2 16
Platelet Aggregation Inhibitors 169 0 ]
Prior Authorization 36,827 22 283
PROPOXYPHEME WITH APAP 20 0 0
Proton Pump Inhibitors 8,358 10 13
SERMS - Bone Resorption Agents TEO 1

Short Acting Beta Agonists 2452 3 1
Skeletal Muscle Relaxants 714 [1] [
Smoking Deterrent Agents [l3] 4] [¥]
Stadol- NS 44 0 3
Systemic Vitamin A Derivatives 84 1] 0
Thiazolidenadiones GE4 1] 2
Triptans 360 [u] [}
Ultracet 14 1] 0
Ultram and Ultracet 1,607 18 137
Urinary Tract Antispasmodics- Antiincontinence 209 Y] [¥]
|Maginal Antimicrabials 280 1 1]
Zithromax Limit- PDLZPAK T2 0 [¥]
Zofran Tablet Limit {10 tablets per Rx) 10 Q [}

Sum:| 79,200 193 1,557
Page 2 of 2
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Table 3.7 Federal Fiscal Year 2004 PA’s Related DL Program

%\ Indiana Medicaid - Preferred Drug List Prior Authorizations

A C S |K" A=Approved D=Denied S=Suspended | Run Date: 3/2/2005
Client ID:  INCAID
From 10/01/2003 To 09/30/2004

Therapeutic Class or Preferred Drug Description A D 5
ACE Inhibitors 1,325 18 1
ACEI with CCB 126 1 0
ACEI with Diuretics 104 1 0
Actig 32 40 0
Alpha Adrenergic Blockers 67 1 0
Alpha- Beta Adrenergic Blockers 931 ] a
Angiotensin Receptor Blockers (AREs) 2642 25 28
Antidiabetic Agants 513 2 3
Antiemetic - Antivertigo Agents a2 1 0
Antifungal Oral 7GR 1 1
Antifungal Topicals ™ 4 0
Antipsoriatics 10 a 0
Antiulcer- H Pyloric Agents 414 2 2
Antiviral Anti-herpetic Agents 432 1 2
Antiviral Influenza Agents 546 1 [i]
ARBs with Diuratics 204 0 1
Eenign Prostatic Hypertrophy 18 1] 0
Beta Adrenergic Blockers 121 1 0
Beta Adrenergics & Corticosteroids 820 1 1
Bile Acid Sequestrants 182 2 0
Bone Formation Stimulating 73 2 0
Brand NSAIDS 2375 a2 443
Calcium Channel Blockers 3 3 0
Carafate (Sucralfate) 197 82 26
Caphalospaorins 553 5 0
Cox-2 Inhibitor 4,687 488 Fid
Diflucam 150myg 2 Tablet Limit PDLDIFLUCAN [ 1] 0
Duragesic 919 1 0
Eye Antibiotic- Corticostersid Combe 204 4 1
Eye Antihistamines 242 4 1
Fibric Acids 921 0 0
Flucroquinolenes 205 1 0
Forteo 13 11 o
Grawth Hormanes 289 32 i}
H2 Antagonists 3 1 0
Hematinics 13 0 0
Heparin and Related Products 22 1] 0
HMG CoA Reductase Inhibitors 820 ] 7
Imitrex Stat Dose Month Limit G 0 0
Imitrex Tablets Month Limit 15 0 0
Inhaled Glucocorticoids 8e1 2 1
Lactulose 96 1 26
Leukocyte Stimulants 33 a 0
Leukotriene Receptor Antagonists 2,788 i} 10
Long Acting Beta Agonists 200 1 0
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Table 3.7 -- continued --

ﬁ\ Indiana Medicaid - Preferred Drug List Prior Authorizations

A C© % Run Date:  32/2005
Client ID:  INCAID
From 10/01/2003 To 09/30/2004
Loop Diuretics a2 2 [}
Macrolides 147 1] 1
Miotics - CIPR 356 0 0
Narcotics 1,110 23 3
Nasal Steroids and Antihistamines 262 3 0
Non-Sedating Antihistamines 4,868 &7 24
Ophthalmic Antibiotics 502 1 [}
Opthalmic Mast Call Stabilizers 19 1 1
Oral Antifungals 55 1 0
Otie Antibiotics 307 2 0
Oxycedone and Hydrocodone APAP 50 [i] ]
Oxycodone IR 7 0 ]
Oxycontin 357 [u] 1
Plan Limits 5,244 44 17
Platelet Aggregation Inhibitors 223 3 T
Prior Authorization 113 4 2
PROPOXYPHEME WITH APAP 5 1 0
Proton Pump Inhibitors 22,830 119 124
SERMS - Bone Resorption Agents 800 4 [}
Short Acting Beta Agonists 2723 8 1
Skeletal Muscle Relaxants 1,360 12 7
Smaoking Deterrent Agents 43 [u] [}
Stadol- NS 3 0 0
Systemic Vitamin A Derivatives 116 [u] [}
Thiazelidenediones 2013 14 T
Topical Estrogen Agents 16 3 1]
Topical Vitamin A Derivatives 164 2 [}
Triptans 447 1 2
Ultracet 3 1 0
Ultram and Ultracat 17 0 [}
Urinary Tract Antispasmeodics- Antiincontinence 37 3 [}
|Maginal Antimicrobials 1510 8 2
Zithromax Limit- PDLZPAK 52 [1] [
Zofran Tablet Limit {10 tablets par Rx) 7 0 [}
Sum:| 73,681 1177 847
Page 2 of 2
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Table 3.8 Partial Federal Fiscal Year 2005 PA’s Rated to PDL Program

/ﬁ‘ Indiana Medicaid - Preferred Drug List Prior Authorizations
.

A C % |Ke3.r: A=ppproved D=Denied  3=Suspended | Run Date: 7152008
Fram 100172004 Ta 0373152005 Client ;. IHGAID

Therapeutic: Glags or Preferred Drug Description b u] s
ACE Inhibitors 624 u} 1
A CEl with GCE 4.3 2 u}
A GEl with Diuretics 61 a 2
Acne Agents 0 [i] [i]
actin 47 4 1]
Agents totreat COPD 244 i] i]
AlphaAdrenergic Blockers 0 a 0
Alpha- Beta Adrenergic Blockers 723 u) I
Angiotenzin Receptor Blockers (ARES) 2052 5 12
Antidiabetic Agents 430 1 2
Antiemetic - Antivertigo Agents 54 u] u]
Antitungal oral 6 1] 1]
Antitungal Topicals 209 1 1
Antipzoriatics 5] a] u]
Antivicer- H Pylanc Agents 180 i] 2
Antiviral Anti-nerpetic Agents 240 1 1
Antiviral Influenza Agents ] a a
AREgwith Diuretics 105 1] 1
Eenign Frostatic Hy pertrophy 57 1] 1]
Eeta Adrenergic Elockers 51 u] u]
Eeta adrenergics & Goricosteroids 452 1] 1
Eila Arid Sequestrants 180 i] i]
Eane Farmation Stimulating 187 [i] 1
Brand HSAIDS 474 60 2
Calcium Fhannel Blockars 171 a n]
Calcium Ghannel Blockers wiHM G Cob Reductaze Inh 2 a 0
Caratate (Sucraltate) 77 F7 u]
Gaphalosponins 250 3 1
Gox-2 Inhibitor 2,761 1a7 14
Eye Antibiotic- Corticosteroid Combo 165 a] a]
Eve Antinigtamings 180 2 i]
Fibric Acids 244 u} u}
Fluoroquinolones 136 u] 1
Farten 100 13 i]
Growth Homones 153 20 2
Hz antagonists ] u] a
Haratinics 4] a] 1]
Heparin and Related Froducts 12 1] 1]
HMWG Gos Reductase Inhibitars 226 a 1
Inhaled Slucocorticoids 36 a a
Inspra El i] i}
Ketolides 106 a [i]
Leukocyte stimulants 13 1] 1]
Leukotriene Receptor Antagonizts E=E] 2 1
Long Acting B eta Agonizts 2§ a a
Loop Diuretics 249 1 i]
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Table 3.8 -- continued --

ﬂ\ Indiana Medicaid - Preferred Drug List Prior Authorizations

A € 5 RunDate: 7172005
Fram 100172004 Ta 0373152005 Client ;. IHGAID
Therapeutic Glazs or Preferred Drug Description e u] 3
MW acrolidas 1035 1 u}
Wiotics - OIPR 240 1 1
Narcotics B35 ] z
Nazal Steroids and Antiniztamines 17 1 1
Non-Sedating Antihistamines 5,790 14 &
ophthalmic Antibiotics 121 1] 1]
opthalmic Mast Coll Stabilizers 16 i] i]
otherLipotropics 122 1] 1]
otic Antibiotics 97 1 u]
Plan Limits 5,921 10 12
Platelet Aggregation Innhibitors 136 1] 1]
Proton Furnp Inhibitors 13,418 25 30
SERMS - Bone Resorption Agents 539 1 1
Short Acting Bata Agonists Tl i] i]
Skeletal Muscle Relaants G16 1 z
Srnoking Deterrent Agents 5 u] 1]
Stadok M S 2 u} a
Systemic Vitamin A Derivatives 3 1] 1]
ThiaZolidenadiones TET 4 1
Topical Extrogen Agents 51 1] 1]
Topical Vitamin A Derivatives 110 u] u]
TFL Claim Too ld 336 2 1
TPL within Filing Lirmit Hd 1 n]
Triptans 131 [i] [i]
Urinany Tract Antispazmodics- antiincontinence 251 1] 1
Naginal Antiricrobials 566 i] i]
Sum:| 40432 M3 107
Page 2of 2
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CHAPTER 4
PHARMACY BENEFIT EXPENDITURE CHANGES ASSOCIATED WITH
THE PREFERRED DRUG LIST PROGRAM

Introduction

This Chapter explores the economic impact of theddPred Drug List (PDL) program on
the pharmacy benefit component of the Indiana Stktgicaid Program. The analysis is
based on claims paid August 2002 through Septe2(i&s3.

The “Methods” section describes how pharmacy rensdiment data is integrated with
CMS rebate data to estimate the net cost savimgadwidual PDL classes, taking into
account background variability such as price changghate amount changes and
seasonal variation in medication use.

The section on “Factors Affecting PDL Program Sgsirhighlights the effect of CMS
federal rebates, preferred drug selection, shifiragket share, and utilization on the net
cost savings. The dynamic nature of these faohansimpact the various therapeutic
classes on the Preferred Drug List in different svayherefore, in the section on
“Performance of Individual Therapeutic Classes 8citbjo Preferred Drug List,” the
performance outcomes and some of the factors tfeatt dhe outcomes are summarized.

The “Results” section of this chapter reports therall preferred drug market share
changes, estimated expenditure changes, estineliaterreceipt changes, and estimated
net savings experienced by the State. It is ingmdto understand that one consequence
of shifting utilization to lower priced medicatiorsa potential reduction in CMS rebates.
The CMS rebate reduction can be greater than thenghture savings for a given
therapeutic class.

Since clinical considerations are the primary bésipreferred drug selection, scenarios
existed where there are no cost savings assodidgtiedhoosing a particular drug within
a therapeutic class. Drug costs are defined agribe paid to the pharmacy less rebates
paid to the State by drug manufacturers. The esbatesently received by Indiana
Medicaid are those mandated by the federal govamhtheough Centers for Medicare
and Medicaid Services (CMS) regulations. Changeslhate amounts arising from
market share shifts to other medications withiteasaffected net savings to the State.
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Extraction of CMS Rebate Data

Rebate data is available in the ACS Data Wareholike.CMS data provides a unit
rebate amount (URA) for each national drug code @b the applicable quarter of
service, a termination date if needed, and a |l@de ithdicating when the record was
loaded into the warehouse. Data loads occur qlaeed often include new records
updating the URA for earlier quarters of service.

In order to provide a reasonable basis for estigdtie ultimate rebate effect of a PDL,
the unit rebate amounts were “fixed” when necessaihe basic file consisted of the
latest URA available for each quarter of servics thias greater than zero. If there were
no values greater than zero for an NDC/quarteenfise combinatiofi, then a value
greater than zero for that NDC was borrowed froenrtearest adjacent quarter, searching
forward and backward. If that method failed to glape the URA cell, then the

minimum URA that was greater than zero for that RD@Eug name and quarter of
service across all NDCs was used, if one existethe value was still zero, then no
further effort was made to fix the missing URA \alfior that NDC/quarter of service
combination.

Preferred Drug List Savings Calculations

The method used for estimating PDL savings wasdasanarket share changes for all
medications in a therapeutic class covered by Ble Market share changes directly
affects PDL savings by anticipatimghat would have been spent if no PDL had been
implementedrer sus what was spent by having the PDL in place. The method estimated
savings for each therapeutic class impacted b¥Bie beginning with the month the
therapeutic class was added to the PDL. For dask,anonth of service, and NDC in
the class, the amount paid per claim, the rebatelpin, the net expenditure per clatm
and the NDC's market shadtef total claims were calculated for all the drimgshat

class. Multiplying each NDC'’s market share timssaverage amount (e.g., paid per
claim) and then adding those products for all NIXCthe class was how the overall
average per claim amounts for each class werelagdcu Those average amounts were
the “observed” or “actual” average amount paidgaim, average rebate amount per
claim and average net expense per claim.

22 NDC refers to the National Drug Code number timquely identifies all commercially marketed drug
products by their name, strength, package sizejetiglroute and manufacturer/distributor.

2 Just over 5 percent of the NDC/month-of-servicelsimations required for the Indiana study were
missing URA values. The missing URAs involved abbpercent of the claims. The above described
search process found appropriate URA values fgre96ent of the claims with missing URAs.

24 Net expenditure per claim was the amount paictizém less the rebate amount per claim.

% An NDC'’s market share was the NDC's percentageesbiall claims for the medications in the
therapeutic class on the PDL in a given monthfolfexample, in a month of service, there wer®@,5
claims for an NDC and there were 12,000 claimsafbthe preferred and nonpreferred medicationgén t
NDC's therapeutic class, then the NDC’s marketeifiar that month would be 20.6 percent.
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Factors Affecting PDL Program Savings
CMS Rebates

CMS rebates have a significant impact on the firdperformance of a PDL program.
The “Methods” section of this chapter discussesttieaction and use of CMS unit
rebate data to estimate potential rebate recedp@lif medications in each affected
therapeutic class and the “fixes” performed to@hdS data to infer values when they are
either missing for a quarter or were clearly ermarge The volume of claims involved in
the “fixes” is small (see “Methods” discussion)heke “fixes” enabled us to make
reasonable predictions of the amount billed foigdrin a therapeutic class over time.
These fixes are conservative, but still may resuthodest underestimation of rebate
amounts for some therapeutic classes.

Supplemental Rebates

Many Medicaid programs solicited rebates direathnf participating manufacturers to
supplement the CMS rebates for their preferredslri&upplemental rebates enhance the
CMS rebates and contribute to additional reductinribe net cost of preferred drugs.
These rebates are more stable and could limitahiahility associated with the
fluctuations of the CMS rebates. However, at ifme tof this evaluation supplemental
rebates had not yet been implemented in the Indéedicaid PDL and therefore have no
impact on the reported results.

Preferred Product Selection

Preferred drug selections are based on initial @iepns of clinical efficacy and safety,
followed by a comparison of the relative economaadfits of the medications in each
therapeutic class. Due to superior clinical efficahere are times when the selected
“preferred” drugs were more costly (had higher gsior significantly lower rebates) than
the nonpreferred drugs in the class so that switcto preferred drugs actually increased
the State’s net cost. The most costly exampl@isfghenomenon was the August 2002
implementation of the nonsedating or minimally-gedpantihistamines where prices
increased and rebates were significantly lower thgrected. Another example was the
Februrary 2003 implementation of the Bone ResonpBappression Agents.

As noted in the “Results” section, the preferreaigdselection process created some PDL
classes containing either all preferred drugs,nefepred drugs, or a mix of preferred
drugs representing a very high share of the tataibver of claims in the class. In those
situations, there are generally few opportunitiesecure positive savings through the
shifting of claims volumes to less costly drugs.

Price Changes and Other Cost Factors

As indicated above, a Preferred Drug List programxipected to derive savings by
shifting prescribing and utilization habits to metd drugs. Accordingly, the method
used to evaluate savings should capture the efdéctmrket changes while controlling
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for other determinants of cost and cost chang&eRnd rebate changes affect the ACS
savings estimates only when they changed thevelatit expense of drugs that were
being switched from nonpreferred to preferred given month. If there were shifts to or
from drugs having a month-to-month change in thetrcost relative to other drugs in a
class, ACS’ method would capture the net cost ggvincreases associated with
movement to the less expensive or more costly drifghe drug mix in a therapeutic
class remained stable, then changes in ingredia®&sp unit rebate amounts or co-
payments would not alter the calculated net savisge “Methods” section).

Inflation, a cause of price change, is an importlterminant of pharmacy expenditure
growth. The cost-savings methodology used inrd®rt takes into account inflation by
estimating net savings based on the average nievftdsigs in a month of service. This
methodology does not estimate savings based omanth-to-month change in average
expenditure or average rebate which might be dpeite inflation or rebate changes
generated by manufacturers.

Results

Overall, the PDL program significantly increases titilization of preferred drugs
relative to their nonpreferred alternatives. Inukry 2002, 7-months prior to PDL
implementation and education about the PDL progi®,% of the claims were for
preferred drugs. By July 2002, the month precedimgementation of the first
therapeutic classes on PDL, the preferred claimeshad already increased to 79%. By
September 2003, the preferred claim-share hadasetkto almo$5.8% (See Table
4.1). In September 2004, the preferred claim shadeshifted slightly downwarid

93.8% and rises six months later 88.7% in March 2005.

The change in market share shift toward preferradglyielded financial benefits for the
State of Indiana in both its first and second y#aperation.

Year 1 Based on the analysis of the PDL program forl&2ses between August 2002
and August 2003, ACS estimates the total annu&fizest savings after CMS federal
rebate reductions to be approximat®8/9 million (see Tables 4.2 and 4.3). The net
pharmacy benefit savings represented 4.4% of neta¢éxpenditures projected had the
PDL program not been instituted.

Year 2. Based on the follow-up analysis of the PDL paogifor 54 classes between
October 2003 to September 2004, ACS estimatesahimial annualize@inet savings
after CMS rebate reductions to be approxima$dlyL2 million (see Table 4.4 and 4.5).

% Because different classes had been operationpkfiwds ranging from less than 1 month to just dge
months at the close of the period studied, therobseresults were annualized assuming 12 months of
operation for all classes. The expected annuahpays/rebates/net expenditures were the values that
would have been expected had there been no saehgt changes over a 1-year period (e.g., observed
payments plus the estimated payment savings fquehed).

" For Report #2 or Year 2 analysis, because differiasses had been operational for different psrfd
time, with quantity limits and other on-going chasgluring the period studied, the observed resdts
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TABLE 4.1.

Percent Preferred Before and After DL Implementation — Year 1

Adjusted Sept/Oct Adjusted
E‘jaz';"ﬂi (Esnedp;"g?;r Am?ualized Net| 04 (End Annu.alized Net Annualizeld :" P";'
PDLby? | 10fPDL Savings Over 1st| Year2 of [ Savings Over |Amount Paid C}?"E
months) | Program} 12 Months PDL 2nd 12 Months Total ange
{1st¥r of PDL) | Program) | @@nd Yr of PDL} from Year
1to Year2
original (Bdjusted Bdjusted Ml
imple.  |2nd Year Annualized Net Annualized Net T
menta-  [Change Ther % Pre- Savings minus Savings minus Prior to market shars
tion Date _|Date Class PREFERRED DRUGS ferred % Preferred| Fed. Rebate) (% Preferred| Fed. Rebate) Rebates | 1rom vear 1)
Aug02 Oct03, un0d [z2a 224 - Non-Sedating Antihistamines 24.3% 93.7% (76603829 94.1% $2,263851 $12,792,012] 0.4%
0ct03, Juidd|44D A4D - ACE Inhibitor 331% 98.5% 51,543.59 97.5% 363,051 §4.487 225 -1.0%
Sep-02  [Seplds,
Apr0d, Juld (DK Dk - Proton Pump Infibitors 34.9% 82.4% £,214,834.91 73.7% (35675620 $27 441,018| -5.8%
JTABC  |J7AJBIC - ALPHA/BETA Adrenergic Blockers 94.2% 93.5% (61,640.62) [ 888%
Mar-04. 75 - ALPHA/BETA Adrenergic Blockers 100.0% (§4,493) $1,946,456
Oct-03 J7C - BETA Adrenergic Blockers 93.9% (257231 $4 251 595
Oct-02 - J7B - ALPHA Adrenergic Blockers 99.5% 1,777 $196,361 6.3%
B 204, 494 - Calcium Channel Blackers 24.0% a7.6% (35,176.42)( 99.2% 2a7em| $I0546741] 05%
- R1M R1M - Loop Diurstics 93.1% 99.0% 6,799.96 99.6% 54197 $2,092 818 0.8%
- [ MIP - Platelet Anuregation nhibitors 304% 100.0% (160,561.02)  98.4% cpazen| $12192138 | -17%
Oct-03 Can C4 - Thi i 525% a0.1% 713,16664 | 987% (31215600 $10005660 | B7%
Jul-0 240 84D - ACE Inhibitor WiDiuretics 21 8% 90.0% (2,502.00)  87.8% $1,778 §474 777 -2.3%
0ct-03 2aF AAF - Angictersin Receptor Blockers wiDiuretics S0.7% 95.0% 35,170.70 93.1% $8798 | $1.713257 | -19%
Oct-03 4.4k A4k - Ace Inkibitor wiCCE 95.2% 99.0% (32,355.44)|  100.0% §1.954 §1,379 562 1.0%
OGt03 Mardd
p—— May0d MaE ME - Stating. 29.0% 99.6% (34097841 100.0% (f25315)| $27 053,472 0.4%
Apr-04 HaF HF - Triptens 561% 93.4% 200,335.05 | 92.2% cprogen| $2,310850] -1.2%
Octs, Juidd  [eos Q5B - Benign Prostatic Hypertrophy &gerts 100.0% 98 9% (4,546.36)  988% 360y $1,808520 0.1%
0ct03, AprDd [JsD 5D - Beta Agonists 85.4% 96.0% 1,204,858.72 95.2% F296,897 $9.828 446 -0.8%
B N P - Inhaled Glucacorticoids 775% G775 10051146 | 934% §3807 | $6609,036 | -46%
Apr-04 [Q7ER Q7EF - Nasal Anti-histaminefArti-inflammatory Steroids 100.0% 100.0% (5,285.25)  97.5% $3718)|  $4.410,843 -2.5%
- Ef 248 - Leukatrien Receptor Antagonists 59.8% 99.9% (2057348))  100.0% $476.326 | $32692425 | 0%
Mar-04. | 2aF A4F - Angictensin Receptor Blockers 45.7% 88.5% 5,100.34 85.6% % 145)| 1,983,049 -2.7%
[MEIAKY AR - Cephalospoting 1.7% 39.4% 45072161 | 91.0% B.4%
- Rl ins 99.8% E77e)|  $1,121,164
Jan03 W13 - 2nel Gen G 96.9% $21,949 $805,519
W1V - 3rd Gen Cephalosporing TE3% (p3a263)|  $2/18778 -8.3%
- w1 D 1D - Macrolides 99.7% 100.0% 4511179 96.7% 531,765 94,704,570 -3.3%
Oct03, Sepod [t @ w1 - Fluoroguinolones 100.0% 100.0% 3347728 | 97.9% (3213557 96386476 | 21%
pr-04 w38 3B - Antifungals 87 4% 34.7% 408,365.70 92.5% ($1,910 ,368) 2,530 547 -2.2%
0ct03, Juind  [HE) HGJ - Antiemetic/Antivertigo &gerts 96.2% 99.0% 70,323.08 98.4% (566,242) 3,404 555 -0.6%
Feb-03 [ [ MK - Heparin and Related Products 923% 83.0% (316946.25)  99.8% 1,520,082 3346150 [ 10.7%
Jul-04 PaL P4L - SERM's/Bone Resorption Suppression Agerts B2.5% 95 6% (166,72299)|  934% ($12,038) 7 837 521 -2.2%
Oci03, JulDd  [CaKLm CHLM - Artidiabetic Agents 99.1% 99.9% (18,101 69)[  98.8% ($102582) 7 096 7R3 -11%
- D7l D7L - Bile Acid Sequestrarts S06% 71.2% 25,373.09 72.2% 14737 $250,538 1.0%
May-03 Apr-0d H3 H34, - Brand Neme Narcotics 89.3% 98.1% 279,807 57 98 4% (3330671 $365,088 507 03%
- HEH HEH - Skeletal Muscle Relaxarts 546% 95.6% 361,260.18 93.7% Frapany|  $4,176,686 -1.9%
- aE MAE - Fibric Acids a0.9% 95.4% (98.801.59)  95.2% 343340 | $2306332| -D.2%
|Mar-04 14 R14, - Urinary Tract Antispasmodictbnti Incortinence Ager]  75.7% 98.3% 586,603.33 97.7% (p24 670)|  $6,166,399 -06%
- 38 34 - Smoking Cessation BO.E% 85.1% 2887734 84.8% (§9,744) $798 560 -0.4%
Octoz, g _|L1g L18 - Systemic it & Derivatives 79.0% 61.6% (1,330.08)
Los L35 - Topical Yamin & Derivatives 97 5% 99.3% (13,515.48)
L1B/5SHIZE |L1BASHILSE - Acne Agerts (Age 25 and under) 88.8% $19305 $705 576
L1B/5HISB |L1BA5HLSE - Acne Agerts (over 25) 0.0% ($75,700) $559 809 -1.7%
Jul-04 L5F L1a  [LsF - 55.1% 62.3% 9,827 40 100.0% (57 86) $4B83,398 ITT%
- ri1E 1B - Hematinics 1000% 93.8% (164,984.36)[  100.0% 342735 | 7,654,848 6.2%
k03 - (X N1C - Leukooyte Stimularts 80.0% 95.7% 17558348 83.9% $1e367)|  $1252066 ) -118%
- Pag F4E - Bone Formation Stimulating Agents 0.0% 0.0% $0 0.0% 30 $531.213 0.0%
Mar0d, Apr0d,
Juld (ae) 56 - Micticsicther infrancular Pressure Reducers 54.7% 75.5% (52445160 79.6% cpEren|  $2565907 | 41%
- Gl 61 - Eye AntibioticiCorticosteraid Combos 14.4% 70.4% (11,00387)]  76.0% (83 858) $91.520 56%
Jul-04 ceR Q6F - Eve 99.8% 100.0% 1782412 || 98.9% (§3595) $300017 | -11%
Oct-03 (] QEL - Ophthaimic Mast Cell Stabilizers 207% 40.7% (6,52387))  42.4% (B365) $126,023 1.7%
Oct03, May04 [QBVY QB - Ophthaimic Antibictics 94.3% 83.7% (18499.42)(  98.2% (F101,146) $682,031 14.5%
hhery-0d G QEF VY - Ofic: Antibiotics 97 5% a7 9% (42835.05) 932% $33215 $942401 | 13%
- DaF D4F- Anti-ulcerH.Pylori Agerts 11,8520 || 0.0% $3859 §21614]  0.0%
- 0aF OdF - Yaginal B7% 59.3% 76,6684.93 B7 1% (5403) $58 4580 7.8%
Apr-04 Gk QK - Tapical Estrogen Agerts 100.0% 100.0% (7353200 820% (§2,350) §215.240 | -18.0%
Aug-03 Mary-04 sk OSF - Topical Artifungal Agents B30% 92.6% 4913559 83.6% 18217 42,150,110 -9.1%
0ct-03 s iS4, - Anti-Herpetic Agerts 7% 51.6% 247 B07 66
Apr-04 s, w54, - Influenza Agerts 0.0% 00% 0.00
[WsaHES WA - Anti-Herpetic & Influenza Agents 95.0% (533673 $1,521,203 44.4%
Sep-03 Jul-04 526 528 - Cox II's 0.0% 00% 0.0% F1eaps | §11,892 289 0.0%
May-04 May-04 F1H R1H - Inspra (Step Edit: Requires prev tx v/ spironolactons] [y s 100.0% ($5,031) $656 763
[Tatal 52 TOTAL ALL PDL PROGRAMS | 75.2%] 95.8%]  $6,909550 | 93.8% | 1,128,929 | §298,601311]  1.1% |

Source: ACS Government Healthcare Solutions Analysis of OMPP data.

annualized assuming the second 12 months of oper@ctual dates were: Oct03-Sep04) for all classes
Estimates were derived from prescription claimaddttained from OMPP.
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TABLE 4.2. Year 1 Estimated Annualized Savings Anlgsis — Detailed Report by

PDL Class

ANNUALIZED PROGRAM PERFORMANCE BY THERAPEUTIC CLASS WITH PREFERRED DRUG LIST
SHOWING PAYMENT AND REBATE AMOUNTS

Esfimate of VWhat Expected Total Claim Courts, Paymerts, Rebates and Nef Esfimated Annual
Total Estimated SavingsiChanges Over Twelves Expenses Would Have Been Over Same Tuvelve Months If Program Had Mot SavingsiChanges As
Warths of Full COperation Been In Operation Percent of Expected Total
Implemen- Met Expenze Expected Expected Annual | Expected Snnual | Expected Annual |Payment | Rebate | Net
tation Date | Therapeutic Class Paymert Savings | Rebate Changes Savings Anrual Claims: Paymerts Rebates Net Expenses | Savings |Changes [Expen:
++B(21 2002 224 - Non-Secating Arfibistamines § 7955 § (1563391) § (766,830) 228199 13808062 3 4542695 § 9265966 |  58% -344%| 83%
972002 A4D - ACE Inhibitor ¥ 39540 § (1867 996) § 51,944 6378 § 7906 1712045 % 6,221 061 30% 11.0%  08%
91712002 D4K - Proton Pump Inkibitars § BS4IDB §  (WO) § B214935 JSAT2 § B4STASEE B Q41588 5 25832080 | 188%  -3E% 241%)
#4103/2002 | A94, - Calcium Channel Blockers ] 2814 3 (33392) 5 (36,178)| 29408 3 IDIETD F 148807 5 G7ITE2| 00% 5% -1.0%)
109/2002 JTABIC - ALPHAJBETA Adrenergic Blockers: ¥ E531) 8 3BE0 B (81,841) 267232 % 5507842 % 922035 % 4573807 | A% 3T% -1.3%|
++1018/2002 MaP - Platelet Aggriegation Inhibitors ¥ (247175 3 86514 §  (160,561) 84572 3 8705396 F 2442207 B G2B31T0| -28%  35% -26%
+10j912002 R1M - Loop Divretics § 708§ (20,228) $ 5,800 268499 3 2602170 5 109164 2493006 | 10% 185%  0.3%)
12N0/2002 &40 - ACE Infibtar WiDiuretics § (300) § (2302 § (2602) 2453 | § 786,088 | § 147663 5 639425 | 00%  16%  04%
1241042002 A4F - Angiotensin Receptor Blockers wibiuretics | § 473§ (9560) § A7 083§ 174204 F 57538 5 1088SF | 27w ATH 32|
++12H0/2002 44K - Ace Inhibitor wiCCH ] (19337) § (13022) § (32,358 0204 5 1230800 § 394042 5 B45048 | 1B 33 5%
12A10/2002 | C4N - Thiazolidenediones $ (13%e781) 8 2072830 B 3189 83128 § 10288250 § 281708 B TITNE42 | 132% T10%  9.7%
12A10/2002 H3F - Triptans ¥ 283488 3 (83153) 200,335 20847 3 3ME4ET 3 922647 % 2193841 1%  A0%  91%
1210/2002 J5D - Beta Aganists § 1968973 5 (B64114) 5 1204859 26 5 13093264 3 3541479 § 9551790 | 143% -168%  126%)
#1241 (072002 M4E - Stafins § (266N §  (124818) 5 (40970 263731 23951246 5 7022509 5 16920EF | 09% 5% -20%
1241042002 P54, - Inhaled Glucocorticoids ] 23928 §  (138318) § 1001 B0354 §  B2E0304 § 1874520 5 435775 | asm Tawm 23%)
#120110/2002 O7EP - Nasal Anti-histamine/srti-inflammatory Ster{| § (3 402) § AR (5,285) #1538 5 479707 § 2232028 5 2364880 07 12% -0.2%)
*#12/10/2002 Q9B - Benign Prostatic Hypertrophy Agerts ¥ 41571 % (380) 3 (4,247)| /713 3 1675861 % 541318 3 1134343 ) 02%  04% D.4%)
#1211 02002 248 - Leukotriene Receptar Antaganists § (18630 § (1943 5 (20573 90620 TH6E8H 5 1774259 5 5492622 | 03% DA% 04%
TI20003 | B4F - Angictensin Receptor Blackers §  (17T0E6S) § 175,766 | § 5100 40008 § 17786 3 8278 | $ 1199510 | 99% 3% 04%)
w41 (712003 WD - Macrolides § (42420) § (2664 §  (4512) 140688 § 5774135 5 1150513 5 4f23522 | 07% 02%  -1.0%)
#17£2003 W1 Q - Fluoroguinolones ] Mz § (46,835) § 47T G705 5 S64E36 B 224411 5 3740225 | 13% 21% 0.9%)
14712003 WHWIKFY - Cephalosporing ] aM3%4 § (450572 3 450722 148088 3 SAT4AT B AMTME 5 4057000 | AT4% 405 114%)
1072003 W3E - Antifungals ¥ 70430 3 (32,084 § 408 367 70 3 2827830 % 792432 % 2033398 | 255% -304% | 20.1%|
2i26/2003 HEJ - ArtiemeticiAntivertign Agents § EEERE (21608) § 0,323 G006 § 2461586 5 1066644 § 1394942 | 37w 20%  50%
=EIOB2003 MK - Heparin and Related Products § (907§ B2130 §  (HB946) 17420 § 2860291 3 6483 B 2492068 | 132%  165% -12.7%)
++2026/2003 PAL - SERM 2/Bone Resorption Suppression Agerts| § (S4168) § (112555 §  (166,723) 1308 § 7280080 5 17128% 5 5563124 | 07%  -BE%  -30%
451 412003 (C4K - Artidiabetic Agents ] (E13) § (81 5 18102 150743 5 47450 § 107744 5 GEIETS | 03 0% -0.5%)
5142003 D7L - Bile Acid Sequestrants i3 55318 § (29,948) 3 25373 5438 3 382354 % 78074 % 304281 [ 145% -364%  63%)
#4511 4/2003 H34, - Brand Name Marcdtics ¥ BE5 416§ (383518) % 278,888 920784 § 37345600 F 929888 % 26315823 18%  43%  10%
SM4/2003 HEH - Skeletal Muscle Relaxants ¥ 937889 § (556,619) 381,280 1M850 § 6916328 § 1137383 % 5778935 | 136% -489% GE%
++5/1 42003 WME - Fibric Acids § (98679) § (1235 (93802) 51744 § 259604 5 686445 § 1909579 | -3E% 00%  -5.2%)
51 4£2003 R14 - Urinary Tract § 31181 § (94578) § 586,603 99451 § 7449965 3 1591629 % 5858336 | 91%  -50%  10.0%)
7i21/2003 34 - Smoking Cessation ] 5§ (3564) § 28877 3164 3§ 725455 § REE BSADBS | 52% -121%  44%
#742112003 L1 - Systemic Vitamin A Derivatives ] 4250 3 (5,563) § 1,330) 9 3 98T § @18 § 1728 107% 4% TES%
712112003 L3F - Antipsoriatics ¥ 07§ (10,823) 9827 3482 % AN0779 3 144086 3 266714 §1%  TE%  3T%
712112003 |L9B - tapical Yiamin A Derivitives ¥ 17702 § (3.27) % (13,5915) 4348 5 272080 % 95665 % 176425 B5% -326% 1%
712112003 N1 - Hematinics § (763 § 102670 § (164,984) 942§ 5722548 5 1910599 5 4411949 | 47H TE% 37
Ti21/2003 N1C - Leukoeyte Stimulants: ¥ 202804 § (27321) § 175,583 764§ 1161282 % 249624 % G11B58 [ 175% -108% 19.3%)
#712112003 P4B - Bone Formation Stimulating Agents § - 3 - 3 - 3645 184195 § 2565 % 158,540 00% 00% 00%
++7121/2003 GEG - Miotics/Uther intraocular Pressure Reducers | § (2057) 3 (80381) § (82,448) §348 3 2366857 % 610339 3 1856318 | 01% -132% -4.2%)
++7121/2003 Q6 - Eye Anfibiotic/Corficosteraid Combos ¥ 73489 8 (84473) (11,004) 4320 % 232307 % 166199 % B6398 | 316% -50.6% -16.6%)
712142003 | QR - Eye Antihistamines ¥ 19948 § (2124) % 17,624 6808 % ELINFERE 163026 § NS 45%  13% BA%
++7121/2003 | QEU - Ophthalmic Mast Cell Stabiizers ¥ JETI § (43,298) § (5,524)] M8 5 149,266 § BEGE7 % 2980 | 246% -B49% -B.0%
++7121 12003 \QEVY - Ophthalmic Antibictics ] 150088 §  (IB3EET) B (18,400 ! B 857643 5 395057 5 d4B1 B35 | 1TEW 4283 40%
7120 12003 \QEF - Otic Artibiotics ] (0342) § (32593) 5 (42,93), 20248 5 1102343 5 31BE § TES 7| D5% -03% S5%
#8203 DAF - AntiulcerH Pylari Agents ¥ 1EA1 8 (436) 3 11,185 882 % 224255 NEERE) 136,485 52%  05% 82%
BIB/2003 | Q4F - Yaginal Antimicrabials ¥ 168470 3 (#,785) § 76,885 10086 § 408333 3 163081 % 246452 #1% -S63% 3%
G203 G - Topical Estrogen Auerts § (347) § (7,008) $ (7,353) 5402 § 34,305 § 178,704 185601 | DA% -39% -40%
G203 QSF - Topical Arfifungal Agerts § WP F (20569T) B 43136 TIN2 F 2976506 B 521985 2354520 | 112% -53%  24%)
BIB/2003 W54 - Anti-Herpetic Agents ] 200266 § TS 5 247808 19572 5 16338 § S8318 5 1040067 | 128% B3 238%)
EARIE2003 WA - Influenza Agerts - - -
#4911 7/2003 S38 - NSADSCOM I
TOTAL ALL PDL PROGRAMS § 12434379 5 (3524,320) 5 8909550 | 4936501 5 270872041 $ 70404418 5 200,767,723 | 459% -5.03%  444%
Totals for Classes ith Only Limited Limited Potertial For Market
Share Changes § (13883 §  (STIO4B) B (TOBEIN)| 2300481 5 115357804 §  DD425857 5 BES420I8| -042% 1043 DE2%
Totals for Al Classes Yith Substartial Patertial For Change § 125T262 §  (2952883) § OBIBI0|| 2576010 5 154304247 §  4DETASS1 § 1142259557 | BAZN T2E%  Ba2%
Totals for Classes With Adverse Savings Potential i3 B3B446 F  (15980304) §  (1343.838) 589193 % 3T4,|THE P 110ITET 26419169 | 170% -17.97% -5.09%
Totals for Classes Yith Bioth Potential For Substantisl Change and
With A Petertial For Postive Savings § 1MgMEe § (972579 § 10962237 19896827 § 117467451 § 298600834 B B7,006.517 [ 1016% -3.28% 1248%

Classes With Limited Potential for Change:
* Clagses with no non-preferred dgs
** Clazses with no preferred drugs

*** Classes with preferred drugs having more than 95 percert of market share at program start
*4 Clagses with too lovy volame or too short of sn operational period to be evalusted

Classes Starting With Negative Savings Potertial

++ Classes where average preterred drug net cost per claim was greater than the average net cost per claim for non-prederred drugs

Source: ACS Government Healthcare Solutions Analysis of OMPP data.
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TABLE 4.3. Year 1 Estimated Annualized Savings Anlgsis Summary

Indiana Medicaid

Annualized Estimated Savings Analysis Summary - Yea rl
Jan-02 Sept-03 AdJL.lStEd
Annualized Net
(Before | (End Year Savings Over 1st
Year1 - PDL by 7 1 of PDL
Count of months) | Program) 12 Months
. (1st Yr of PDL)
Therapeutic
Classes (Adjusted
Annualized Net
Savings minus
Category of Therapeutic Classes % Pre-ferred |% Preferred Fed. Rebate)
52 TOTAL ALL PDL PROGRAMS 75.2% 95.8% $8,909,550
Totals for Classes With Only Limited Potential For
21 Market Share Changes (>95%) ($708,829)
6 Classes With all Preferred Drugs (100%)
Totals for Classes with Substantial Potential For
22 Change (<=94%) $9,618,379
3 Classes with all NonPreferred Drugs (0%)
Source: ACS Government Healthcare Solutions Analysis of OMPP data.
TABLE 4.4. Year 2 Estimated Annualized Savings Anigsis Summary
Indiana Medicaid
Annualized Estimated Savings Analysis Summary - Yea r2
Sepocto4| | Adlusted Annualized
(End Year 2 Anlnuallzed Net Estimated
of PDL Savings Over 2nd Amount Paid
Year 2 - Count Program) 12 Months  (2nd Total
of Therapeutic Category of Therapeutic Classes Yr of PDL)
Classes
(Adjusted Rebates.
Annualized Net | Contains both
Savings minus state and
% Preferred Fed. Rebate) Federal
54 TOTAL ALL PDL PROGRAMS 93.8% $1,128,929 $298,601,311
Totals for Classes With Only Limited Potential
22 For Market Share Changes (>95%) $1,036,467 | $195,966,447
6 Classes With all Preferred Drugs (100%) $478,337 $71,857,023
Totals for Classes with Substantial Potential For
21 Change (<=94%) ($199,404)| $298,601,311
5 Classes with all NonPreferred Drugs (0%) $127,850 $13,245,624

Source: ACS Government Healthcare Solutions Analysis of OMPP data.
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TABLE 4.5. Year 2 Estimated Annualized Savings Anigsis — Detailed Report by
PDL Class

Jang? Sept03 Adjlfsled Sept/Oct Adjlfsled . % Pre.
Annualized Net | 04 (End | Annualized Net | Annualized
(B2liEy End Year Savi Over 1st| Year2 of | Savings Over |Amount Paid ferred
PDL by7 | 1ofPDL |> 04 g Change
months) | Program) onths PDL 2nd 12 Months Total from Year
{1st¥r of PDL) [ Program) | {Znd Yr of PDL) 110 Year 2
original (Adjusted (Adjusted floco)
imple-  |2nd Year Annualized Net Annualized Net preferred
menta-  |Change Ther % Pre- Savings minus Savings minus Priorto | narket share
tion Date |Date Class PREFERRED DRUGS ferred (% Preferred| Fed. Rebate) [ Preferred| Fed. Rebate) Rebates | from vear 1)
Bug-02  [Oct03, JunDd | 728 124 - N dat 24 3% 957% (766,838 251 941% 32263851 | $1279202) 04%
Oct03, Juld4 | 24D 440 - ACE Inhibitor A% 9B.5% 5154355 || a7.s% 363,051 $4.407 225] -10%
Sep-02  [Sepl3,
[prod, JulDd Dk D4k - Proton Pump Infiibitors 34.9% 824% 6,214,934 91 73.7% (3567 862) | $27 441018 -B.8%
JTABC  |JTAMBIC - ALPHABETS, Screnergic Blockers 94.2% 93.5% (61 ,640.62)
Mar-04 74 - ALPHA/BETA Adrenergic Blockers 100.0% (§4,493) $1,946 456
Oct-03 J7C - BETA. Adrenetgic Blockers 89.9% ($25723)|  $4.251 595
Oct-02 7B - ALPHA Adrenergic Blockers 83.5% $777 $196,361 | B3%
- g4 494 - Calcium Channel Blockers 34.0% 9E% ai7asnf  98.2% (p2a766)) $10546741] 0.5%
-- R1M R1M - Loap Diuretics 1% 99.0% 670906 998% (g4197)| $2092918]| 08%
- Map MIP - Platelet Aggregation Infiibitors 90.1% 100.0% 160,561 02)f)  98.4% (313781 §12,192 138 1.7 %
Oct-03 can 4N - Thiazolidenediones 52.5% 90.1% 71316864 || 98.7% 121560y §10005660 ] B7%
k04 24D 24D - ACE Inhibitor WiDiuretics 2 8% 90.0% @eo2onf  87.8% 778 BATATTT| -23%
Oct-03 S4F A4F - Angictensin Receptor Blockers w.Diuretics 50.7% 850% 3517070 831% §5,798 §1,713 267 -1.9%
Cct-03 Adk Ak - e Inhibitor wiCCB 95.2% 33.0% (32,358 44 100.0% $1amd | 1379662 10%
Cct3 Mardd
eegp  [MEI4 M4E M4E - Stating 99.0% 995% (3#0g78.40)  100.0% (325315 §27 053472 0.4%
[Apr-04 HaF HF - Triptans 56.1% 93.4% 20033505 || 922% s10gen|  $2310830| -12%
Octd3, Juld4 |38 Q9B - Benign Prostatic Hypertrophy Agents 100.0% 95.9% (454655)  93.8% geaty| $1808520| -01%
Oct03, Aprd4 |J5D: J5D - Beta Agonists 85.4% 96.0% 120485872 | 95.2% 5206807 | 99828446 | -08%
- Psa P5A, - Inhaled Glucocorticoids 7T5% 97 I% 100611 16 93.1% $3897 6,509,036 -4 6%
[2pr-04. QTER O7EP - Nasal Anti-histaminesanti-nflammatory Steroids 100.0% 100.0% (528529  S7.5% 3718 §4.410943 -25%
- z48 248 - Leukatriene Receptor Antagonists 99.8% 90.9% (2057315 1000 s476326 | §32582425 | 01%
Mar-04 A4F A4F - Angictensin Receptor Blockers 45.7% BB.5% 510034 || 856% (¥1145)) $1,963049) -27%
[y - Cephalosporing 717% 93.4% 450,721 B1
iay-0a ey [ G 89.5% 57761 1,121 164
Jan03 [ 3 - Ind Gen Cephalosparins 96.8% 321 849 $605,519
[P - 3rd Gen Cephalospering 76.3% (330268 $2818778| -B3%
-- 1D [0 - Wacrolides 99.7% 100.0% 511179 987% (331765 $4704570] -33%
Oct03, Sepld W10 [VW1@ - Fluoroguinolones 100.0% 100.0% 3347728 a7 9% i$213557)|  $6,388 476 -21%
[2pr-04 ] [W3B - Antifunigals 57 4% 84.7% 408 366 70 92.5% (§1,910965)|  §2,530 547 -2.2%
(Oct03, Julnd |Hed HEJ - AntiemeticiArtivertigo Agerts 98.2% 99.0% 70,323.08 98.4% (368,242)|  $3.404 555 -06%
Feb-03 MSK. M3H - Hepiarin and Relsted Products. 92.3% 83.0% (316,396 25)[|  98.8% §1,520082 §3,346 150 10.7%
-4 PaL Pal - SERM'sBone Resorption Suppression Agents 625% 356% cee7zas)  g34% i120a8)) $7B3EAM | -22%
(Oct03, Juldd |C4kLm Cak LM - Artidiabetic Agents 98.1% 89.8% (18,101 69)f|  98.&% i§102552) 47,096 763 1 1%
- D7l 7L - Bile Acid Sequestrants 50.6% 2% 2557308 || 720% 14,737 §250538 | 1.0%
[P Ha, H3 - Brand Mame Narcotics 63.3% 9B1% 27909757 | 984% ($320671)| §36,088507 | 03%
- HeH HEH - Skeletal Muscle Relaxarts 54.6% 956% 361,280.18 || 937% (37agan|  $407EREE | -19%
- M4E M4E - Fibric Acids 90.9% 95.4% (98801 9| 952% $43,340 $2,306,332 -0.2%
Mar-04. R1A R14, - Urinary Tract Agertl 757% 85.3% 586,603 33 97 .T% (544 670)|  §B,166 399 -06%
.. 38 34, - Smoking Cessation B3.8% 851% 28,877 34 54.8% (§9,744) $798 560 -0.4%
Octn3, Jua[L18 L1B - Systemic Vit A Derivatives 73.0% 81.8% (1,330 08)|
L3 L9 - Topical Vitamin & Derivatives 97.9% 33.3% (13,515 43
L1B/5HMBB |L1BL5HLSE - Acne Agerts (Age 25 and under) 88.8% $19,305 §705 976
L1B/SHIZE |L1BALSHALIE - Acne Agents (aver 25) 0.0% ($75.700) $E990809) 17%
k04 LSF,L14 |LSF - Anlipsoriatics 55.1% B2.3% 982740 || 100.0% (37869 §463,398| 3F7%
. nN1B N18 - Hematinics 100.0% 93.8% (164,934 36)[  100.0% $42,735 §7 554 B48 B.2%
Jul-03 - N1C N1C - Leukocyte Stimularts 50.0% 857% 175,583 48 83.9% (pe367n| $1252066) -11.8%
- Pap P4 - Bone Formation Stimulating Agerts 0.0% 0.0% g0 00 0 §631813] 00%
Mar0d, Aprod,
uios (5 QBG - MicticsiOther intraocular Pressure Reducers 64.7% 75.5% (24818 796% (16767 2565007 41%
- 2 Q61 - Eye AntihioticiCorticasteroid Combos 14.4% 70.4% (1100397 76.0% ($3,958) 150 56%
Jul-04 OBR OER - Eye 93.8% 100.0% 1782412 98.9% ($3 BIE) $300,017 1%
Oct-03 (0] Q6L - Ophthialimic Mast Cell Stabilizers 207% 407% (652367 424% ($366) $125 023 1.7%
Cict]3, May0d | B Q6 - Ophthalmic Anfibitics 94.3% 837% (184834nf  882% (5101 146) $682,031 | 14.5%
htery-04 Qv QEFIV - Olic Artibiotics 97.6% 9% (4293505 99.2% $33215 §942401] 13%
- DaF D4F- Arti-ulcerH Pylori Agerts M50 || 00% 33858 $21E14]  0.0%
- QdF Q4F - Vaginal Antimicrobials &7% 53.3% 7TeEEea | BTA% (3403 $o8400] 7.8%
Apr-04 4K 4k - Topical Estrogen Agents 100.0% 100.0% (7353.26)  820% ($2350) $215240 | -18.0%
Aug-03 May-04 osF OSF - Topical Antifungal Agents 54.0% 928% 4913559 238% 18217 2,150,110 -91%
Cct-03 A [\54, - Arti-Herpetic Agerts 7% 51.6% 247 07 66
[pr-04 s [54, - Influenza Agerts 0.0% 0.0% 0.00
WEAHEA WS4 - Anti-Herpetic & Influenza Agents 96.0% sap7a|  $1621,200 | 44.4%
Sep-03 |04 528 528 - Cox lIs 0% 0.0% 0.0% sioaee | §11,892289 | 0.0%
May-04 May-0d R1H R1H - Inspra (Step Edit: Requires prev e v/ spironolactone| [ A 100.0% ws‘naw]\ $556 763
Total 52 TOTAL ALL PDL PROGRAMS 75.2% 95.8% 96,909,550 [ 93.8% $1,128,920 | $298,601311]  1.1% |
Totals for Classes With Only Limited Potential
For Market Share Changes (>35%] ($708 525 $1.159,285| $209 565 8534
Totals for Clagses with Substantial Potential For
Change {<94%) $9618379 $1,126,829] $295 601 311

Source: ACS Government Healthcare Solutions Analysis of OMPP data.
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1*' Half Year 3 Based on the analysis of the PDL program forlé8ses between
October 1, 2004 and March 31, 2005, ACS estimatetal 6-month % net savings
after CMS federal rebate reductions to be approximtely $1.8 million (see Table

4.4).

TABLE 4.6. 1st Half Year 3 Estimated Annualized Saings Analysis Summary

Indiana Medicaid

Annualized Estimated Savings Analysis Summary - Yea r2.5
Adjusted
Sept/Oct 04 | Annualized Net Annualized
(End Year | Savings Over 26- Estimated
2.5 of PDL | 31 Months Post- Amount Paid
Year 2.5 - Program) PDL (2.5 Yrof | Total (Year 2.5)
T;; or:;:aﬁiic Category of Therapeutic Classes PDL)
Classes
(Adjusted JPrior to Rebates.
Annualized Net Contains both
Savings minus state and
% Preferred Fed. Rebate) Federal portion.
62 TOTAL ALL PDL PROGRAMS 98.7% $1,860,986 $144,999,032
Totals for Classes With Only Limited Potential
28 For Market Share Changes (=>95%) $87,558,525
10 Classes With all Preferred Drugs (100%) $41,234,215 MMM
Totals for Classes with Substantial Potential For
19 Change (<=94% or < 95%) $57,440,508
5 Classes with all NonPreferred Drugs (0%) $3,794,653 MMMNLLT_|s

Source: ACS Government Healthcare Solutions Analysis of OMPP data.

The grand total net pharmacy benefit savings remtésy total net expenditures

projected had the PDL program not been institutsd federal rebate changes and minus

cost to administer the program is estimated toppeaximately$8.15 to $10.02 million
from August 2002 to March 2005.

An additional estimatefi 6.81 millionin savings began to be realized from October 1,

2004 to March 31, 2005 in supplemental rebates.

28 For Report #3 or®ihalf of Year 3 analysis, because different clabsesbeen operational for different
periods of time, and because new quantity limits @thier on-going changes occurring during the perio

studied, the observed results are estimated 6-nfiguttes according to months 26 — 31 of operation
(Actual dates were: Oct 1, 2004-Mar 31, 2005) fbclasses. Estimates were derived from presconipti
claims data obtained from OMPP.

12/20/2005

ACS Government Healthcare Solutions
© 2005 All rights reserved. Information was deemed proprietary and confidential.

Page 62 of 69

[ Formatted




Results by Therapeutic Class

The ACS Market Share Change Methodology generatadttat enabled analysis of the
relative performance of individual therapeutic skswithin the preferred drug list (see
Tables 4.2 and 4.5 and 4.7).

This section summarizes the market share changkaranalized financial performance
of each therapeutic class, and offers commentggaie some of the dynamics that
affected performance.

The summaries are grouped according to severahsosrof observed payment and net
savings or by three programmatic features thattcaingd opportunities for change. In
the discussion below, the classes are categorizeauily by the circumstances that
existed at the time the preferred drug list waslémgnted.

Generally, the preferred drug market share hadligedb by the end of Year 2 of the PDL
program and there were no large market shifts semonths after implementation of
each class (end of Year 1) through to the end air 2eexcept in those classes that were
newly implemented. Some classes changed slightly ttme. The majority of classes
thatdid show market share changes reverted back slightlsird non-preferred agents.
This indicates the need for on-going educationiaf@ns in overall savings performance
that occurred during Year 2 were largely due tanges in unit rebate amounts or pricing
changes for one or more medications in the classadew newly implemented classes.

Sometimes more expensive PDL drugs were chosedlifiizal reasons, based on
anticipation of better outcomes. Additionally, soincrease in expenditures occurred
due to unanticipated rebate or product price chapgeurring after the selection of
preferred drugs.

Some performance changes were related to quantitgelimits that were being rolled
out throughout month 13 — 31 post-implementati@manges due to quantity or age
limits will need additional evaluation to determitieir success upon either decreasing
inappropriate utilization or effecting net savirafter federal rebates. Additional
evaluation is needed because limits had not bestituted long enough for an evaluation
period and were not a part of this study. Thisieaatf the study involved evaluation of
market share changes and associated net savings.

In general, savings from implementing a PDL program occur several ways:

» Savings from starting new users on preferredtagen

» Savings from switching users from non-preferegreferred agents
» Reoccurring savings based on a previous chaeg&l(als)

» Offsetting revenue increases from rebates

» Reduction of unneeded prescriptions
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TABLE 4.7. 1*'half Year 3 Estimated Savings & Market Share — byDL Class

Indiana Medicaid PDL Program Evaluation
Percent Preferred Before & After PDL Implementation

Adjusted 6-
Jan02 |septo3 (End| SePYOCT lnar o5 Ena 6.1 N
{Before Year 1 of Oal(Ead Amo: Savings
POL by 7 AEIEICT Total (Year 2 to, Over 26-31
Y
monthe) PDL 25 Months Post-
Program) PDL 21025
Yr of PDL)
Annualized
Origi Net Savings
Imple- minus Fed.&
menta.  [2nd Year % Pre- % Pre- Prior to Supp.
tion Date_|Change Date |Ther Class _|PREFERRED DRUGS ferred | % Preferred % Preferred |  ferred Rebates Rebate}
AugDz  |oct03, wunoa 20 224, - Won-Sedating Artihistamines (R 245% a37% s44% 95.0% $2,964,955 §117 245
Pug0z  [ocios, hunod z2a Z24 - Non-Sedating Ar ) 100.0% 579,547 (457 20|
Oci03, Juind ) 2,40 - ACE Inhisitor 331% 58.5% a75% S5.0% $2,047 479 $263,053
[Sen03. aproa.
Sep0z  |dulod, Decod [es Dk - Proton Pump Inhisitors (RX) 34.9% 82.4% 73.7% 62.9% §12,479.525 §2.921
Sep03, Aprod,
Juing, Decoa Daxc Dk - Proton Pump Inhibitors (OTC) 100.0% $302,514 ($156,019)]
J7aBC 7 AT/ - ALPHA/BETA Adrenergic Blockers 24.2% 33.5% 59.6%
iero3, Mars 74 - ALPHA/BETA Adrenergic Blackers 100.0% 100.0% 1,220,547 26,159
X 17C - BETA Adrenergic Blockers 29.9% 100.0% $2,393,164 572
Oct-02 - 78 ALPHA Adrenergic Blackers aa.5% 95.7% 93 226
oct-02 man, 88 _ Calcium Channel Blackers: 23.0% a7 6% a8.2% o7 .7% 5 292 286
Oct-02 Rim R1M - Loop Diaretics 531% 59.0% s8.8% 96.9% 1,008,530
Gct-02, bec0d__|wor M9P — Piateist Agaregation Inhibitors 2041% 100.0% 95.4% 83.9% 5,371,035
Oci-03, Dec-04__Jcant Cani~ Thiazolidenediones 52.5% 30.1% 96.7% 100.0% 4,504,426
Jul-04, Oct-04___[maD 4D - ACE Inhibitor WiDiuretics 218% s0.0% 87.8% S5.5% $226,028
oct-03 mar .4 — Argictensin Receptor Blockers wiDiuretics s07% 95.0% a34% G1.9% $543,226
oct-03 sar 44K - Ace Inhibitor wiSCE 552% 59.0% 100.0% 100.0% $516,181
Cct03,Mar04,
hoy0d, Octid|MaE M4E - Statins 28.0% 28.5% 100.0% 100.0% 14,116,065 (511,947),
opr-04, Oct-04___|HaF H3F - Triptans s61% 334% 922% 96.7 % 1,254,559 §37.731
Deo-02 o3, auind Qo Q9B - Benign Prostatic Hypertrophy Agents 100.0% 98.9% 98.8% 97.9% $960,890 59,441
CECENTTT
Ocind, Janas KES 5D - Beta Aganists 85.4% 36.0% 852% 93.2% $2/635,363 $1651 265
Oct-04 s, PS5~ Inhaled Glucocorticoids 77 5% a7 7% a31% S5.7% $3.776,578 (511.706)|
.proa, Octos G7ER G7ER - Nazal Arti-histaminelarti-nfiammatory Stercids 100.0% 100.0% a7.5% 93.9% $2319622 (517,300)|
Gct-04 zam 245 - Leukotriens Receptor Antagonists s8.6% 55.6% 100 0% 100.0% $3,595,268 $53 845
Dec-02, Mar-04__|uss 56 - Beta agonists and corticosteraids 100.0% $4 064 522.00 (359,571)|
iar-o4 rar £.4F _ Angiotensin Receptor Blockers 457% 86.5% 858% 61.1% 1,144 368 §35 256
iay-04 ey 1w - Cephalosporin T1.7% 99.4% ato%
Ty Vs - Cephalosparing ag.8% 98.8% $533,783 $55 867
. et V% - Znd Gen Cephalosparins RS 96.0% $255 546 $30 686
ot o1~ ard Gen 76.9% 98.5% 2,499 552 #316,232)|
= T 1D - Macralides: 29.7% 100.0% s6.7% 98.0% ] (535 |
Ocin3, octoa i 1 - Fluoroguinalanes 100.0% 100.0% a7.9% 100.0% 563,359 §52,952
a0 s V5B - Antifungais s7.a% sa7% s25% 94.6% 1,143,603 §5 476
Ooi03, Juod
enns  |DEe0t Hes HEJ - Antiemeticiantivertizn Agents s8.2% s9.0% s8.4% 91.8% §1,929 797 §44 816
5 (= 9K - Heparin and Related Products 223% 29.0% a9.8% 96.5% $1,872,178| 525,350
) PaL PaL — SERM'=/Bons Resorption Suppression Agerts B2.5% s5.6% 53.4% G1.4% $3,996,045 $405,030
Gotn3, o,
04 carLm CAKLM - Antidisbetic Agents 291% s9.9% as.8% 98.9% $3,341,050 $263,420
= D7L D70 - Bile Acid Sequestrants s06% 71 2% 72.2% 76.9% $134,541 $2 960
Maygs  |BEr04Dec04aa H34 - Brand Name Narcotics 89.3% 28.1% 86.4% 92.4% §18,478,467 §953,972
Jun-05 Hert HEH - Skeletal Muscle Relaxarts 54.6% 356% 93.7% 93.3% $2,010,510 153,037
oct-04 e W4E _ Firic Acids 309% 35.4% 85.2% 96.7% 1,316,251 ($162,419)]
ier-04, Dec-04,
un-05 Ria 14 - Urinary Tract A¢ nti Incortinence Sgert | 757% 38.3% a7 7% a7.9% $3,182,170 51,954
Dec-03, Jun0s__[J3a 134 - Smoking Cessation 59.6% 85.1% 54.0% 95.9% $473,179 (527,175),
©ct03, Juind LB L1B - Systemic Vit & Derivatives 7a.0% 81.8%
Loe L 9B - Topical Yitamin A Derivatives a7 9% 29.3%
Oc1-03,Juk04 _ |L1BSHSE  [L1B/LSHIL9E - Acne Agents (Age 25 and under) 88.6% 66.0% 294,603 §7.414
Oct-03, U048 |L1BSHES  [L1B/LEHILSE - Acne Agents (aver 25) 0.0% 0.0% §53,740 3,600
-4 LsF, 16 LSF — Artipsoriatics s51% 823% 100.0% SB.5% $265,710 (%1,161)]
B wie 15 - Homatinics 100.0% 555% 100.0% 100.0% $3 969,510 5377 505
B N1 N1G - Leukooyte Stimularts a0.0% 35.7% 83.9% 63.0% 457,166 §26,345
Jul-03 B P4 P45 - Bone Formation Stimulating Agerts 0.0% 0.0% 0.0% 0.0% [EEFYCETY (§12,152)]
WiarGa, Aprod,
04, Junos [ 66 - MicticsOther intraccular Pressure Redugers 547% 75.5% 79.6% 81.3% $1,268,112 §37 549
- Gel 61 - Eve Antibictic/Corticosteraid Combos 14.4% 70.4% 76.0% 77.0% 544,459 1)
Ju04, Dec-0¢__|@eR R - Eve 39.6% 100.0% 95.9% 95.5% 144,137 (36.156)]
03 [ L - Ophthalmic Mast Cell Stabilizers 207% 40.7% 42.4% 63.5% §45,323 $5.673
CEGEN =TT
octna fereny By - Ophthalmic Antibidtics 33.3% 837% 98.2% 98.0% $352,374 $5.217
|may-0a, oct0s |e GisFiv - Otic Antisitics ars% a7g% s9.2% 92.4% $439 456 ($15 849)
= Dar DAF— Arti-ulcer M Pylori Agerts 0.0% 0.0% 548,521 $3,472
= G G4F ~ Vaginal Antimicrobials 8% sa5% 674% 84.0% 537 947 ($7,764)|
~pr-o4 ke Gk - Topical Estrogen Agerts 100.0% 100.0% 82.0% 66.8% §106,218 $1.812
g os  [May-Da s G5F - Topical Antifungal Agents 54.0% a26% 83.6% S7.3% 565,417 §134,750
Oct-03, Oct-04 s \uSA - Anti-Herpetic Agents 17% 51.6% 26.0% 57 1%
ospr-0a s, WSa — Influerza Agerts 0.0% 0.0% 0.0%
pr-04, Dec0d,
|tar-os usaE \uSa - Anti-Herpetic & Influenza Agents 36.0% 99.9% §1,116,184 ($42 841),
Dec-04, Jun-05 DA-H2A R D4H-H2RA H-2 Antagonists - Rix 95.2% $2,270,438 $27 811
Sep-03  [Deo-04, Jun-05__|Ddk-Hza OTC [Ddr-HzRA He2 —oTC 100.0% §35 860 50
Jui-04 B 526 Coxirs o0% 0.0% 0.0% 0.0% $3 268,015 3539171
w03 |0 ©ot0d_[baE Other WI4E Gther Lipotrapic Agerts 100.0% $1,2686,522 (427 410
izy-04 R1r R1H - Inspra (Step Edit: Reauires prev i wi spironclactons) ara, s, 106 0% 98.2% $331,558 §15,850
Oct-04 ) 21D - Agerts to treat COPD 95.4% 3,348,095 166,373
oots  |O0t2005, W
o5 a1 41 - CCB wiHMGs 100.0% 555,950 (821 451),
e =Ty v - Ketolides 0.0% §29 693 9,120
TOTAL ALL PDL PROGRAMS 75.2% 95.8%|  93.8% 98.7% $144.999.032
52 Total PDL Classes Studied 54 62 Total PDL Classes Studied
Totals for Classes With Only Limited Potential Far
21 Market Share Changes (=>95%) 22 28 § 67558525 | $1.860.986
Totals for Classes with Substantial Patential Far
22 Change (<=94%) 21 19 § 57,440,508
5 Classes With all Preferred Drugs (100%) 5 10 § 41234215
4 GClasses with all MonPreferred Drugs [0%) 5 5 § 5794653
54 62 Total for All PDL Programs
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Table 4.7 also shows the preferred drug markeesttzainges by PDL class. In
summary, the scenarios used in the analysis witmtimber of classes covered were:

1. Classes with Positive Net Savings (PDL programchegvings even if CMS
rebates were reduced)

2. Classes with Negative Net Savings (PDL programaotest increases due to
shifts in market share)

3. Classes with Zero Savings (PDL program noted besak with prior years)

4. Classes Where Preferred Drug Share Exceeded 9a#%@aims in Class at
Program Start (22 classes in Year 1; 21 class¥san 2).

5. Classes with All Preferred Drugs (6 classes in Yled classes in Year 2).

6. Classes with No Preferred Drugs, Only Nonprefe(Bdasses in Year 1; 4
classes in Year 5).

The savings produced by the first scenario wasrhst desirable to a State Medicaid
program because the State’s savings were up-ncthei form of payment reductions.
Up-front payment reductions would be more desirsiiden paying out more for
medications and then waiting several months fobrgefit in the form of increased
rebate payments. The last three scenarios wouleaao offer limited opportunity for
savings or losses due to market share shifting froplementing a PDL program. As
described below, there were changes among individtugs in those classes that had an
impact on net savings.

1-3. Classes with Positive Net Savings, NegativetNgavings and Zero Changes.

Adjusted
Annualized Net | Annualized
Count Savings Over |Amount Paid
of 2nd 12 Months Total
Classes (2nd Yr of PDL)

36/Classes with Negative Net Savings (Costs more) -$3,906,560 $197,930,422
17/Classes with Positive Net Savings $5,035,489 $100,038,975
1Classes with Zero Net Savings (Break Even) $0 $631,913

4. Classes Where Preferred Drugs Had Over 95% of MarkieShare At Program
Start

Year 1 of PDL Program

A9A — CCBs (Calcium Channel Blockers)

R1M — Loop Diuretics

MAE -- Statins

Z4B — Leukotriene Receptor Antagonists

W1D — Macrolide Antibiotics

M9K — Heparin

C4K - Anti-Diabetic Drugs

H3A — Brand name Narcotics

L9B — Topical Vitamin A Derivatives

Q6R — Eye Antihistamines

Q6F/W — Otic Antibiotics
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Year 2 of PDL Program

5. Classes with All Preferred Drugs

Classes with all preferred drugs at the beginning@L program implementation (in
other words there were no non-preferred drugsercthss) have no opportunity for
savings from patients being switched from non-prefitto preferred agents.

Year 1 of PDL Program

Adjusted
lAnnualized .
Jan-02 | sept03 | Net [ Sep¥Oct | Adjusted . %
) 04 (End | Annualized Net | Annualized
(Before [(End Year| Savings . Preferred
Year 2 of | Savings Over Amount
PDL by 7| 1 of PDL |Over 1st 12 ond 12 h id | Change
months) | Program) | Months IFDLL nd 12 Months | Paid Tota Yrlto Yr2
(1st Yr of Program) |(2nd Yr of PDL)
[Therapeutic Class PDL)
IA4D - ACE Inhibitor 33.1% 98.5% 51,543.55| 97.5% $63,051 $4,487,225( -1.0%
N7A/B/C - ALPHA/BETA Adrenergic
Blockers 94.2% 93.5% 61,640.62
J7C - BETA Adrenergic Blockers 99.9% ($25,723)]  $4,251,595
7B - ALPHA Adrenergic Blockers 99.5% $1,777 $196,361] 6.3%
JA9A - Calcium Channel Blockers 94.0% 97.6% |(86,178.42) 98.2% ($29,766)| $10,546,741] 0.5%
R1M - Loop Diuretics 93.1% 99.0% 6,799.96| 99.8% ($4,197)] $2,092,918 0.8%
(160,561.02
MOP - Platelet Aggregation Inhibitors 90.1% | 100.0% I 98.4% ($13,781) $12,192,138[ -1.7%
IC4N - Thiazolidinediones 52.5% 90.1% | 713,168.64| 98.7% ($121,660) $10,005,660] 8.7%
Q9B - Benign Prostatic Hypertrophy
IAgents 100.0% | 98.9% (4,546.86)|| 98.8% ($691) $1,808,520, -0.1%
IQ7E/P - Nasal Anti-histamine/Anti-
inflammatory Steroids 100.0% | 100.0% 97.5% ($3,718)] $4,410,943( -2.5%
W1W - Cephalosporins 99.8% ($776)] $1,121,164]
W1X - 2nd Gen Cephalosporins 96.9% $21,949 $605,519|
W1D - Macrolides 99.7% | 100.0% |(45,111.79)[ 96.7% ($31,765) $4,704,570] -3.3%
W1Q - Fluoroquinolones 100.0% | 100.0% 33,477.28||  97.9% ($213,557)  $6,388,476] -2.1%
H6J - Antiemetic/Antivertigo Agents 96.2% 99.0% 70,323.08 98.4% ($68,242)] $3,404,555| -0.6%
(316,946.25)
MOK - Heparin and Related Products 92.3% 89.0% N[ 99.8% $1,520,082] $3,346,150, 10.7%
4K/L/M - Antidiabetic Agents .1% .9% 18,101.69 .8% 102,582 7, 7 -1.1%
IC4KI/L/ idiabeti 99.19 99.9 98.89 $ $7,096,763
H3A - Brand Name Narcotics 89.3% 98.1% | 279,897.57| 98.4% ($330,671) $36,088,507] 0.3%
MA4E - Fibric Acids 90.9% 95.4% |(98,801.99) 95.2% $43,340, $2,306,332] -0.2%
R1A - Urinary Tract Antispasmodic/Anti
Incontinence Agent 75.7% 98.3% | 586,603.33| 97.7% ($44,670) $6,166,399] -0.6%
Q6R - Eye Antihistamines 99.8% | 100.0% 17,824.12| 98.9% ($3,696), $300,017] -1.1%
IQ6W - Ophthalmic Antibiotics 94.3% 83.7% |(18,499.42) 98.2% ($101,146) $682,031 14.5%
IQ8F/W - Otic Antibiotics 97.6% 97.9% |(42,935.95) 99.2% $33,215 $942,401f 1.3%
W5A - Anti-Herpetic & Influenza Agents 96.0% ($33,673) $1,621,203( 44.4%

Q7P/PT7E — Nasal Anti-Inflammatory Steroids (100%f&red Year 1 to 97.5% Year 2)
Q9B — Benign Prostatic Hypertrophy Agents (100%étred Year 1 to 98.8% Year 2)
W1Q - Fluoroquinolones (100% Preferred Year 1 t®@%rYear 2)
L1B — Systemic Vitamin A Derivatives (100% PrefelMéear 1 to 88.8% Year 2)
N1B — Hematinics (100% Preferred Year 1 and stdy#10% in Year 2)
Q4K — Topical Estrogen Agents (100% Preferred Yletir 82.0% Year 2)
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Year 2 of PDL Program

Sept/Oct Adjusted
04 (End [ Annualized Net | Annualized
Year 2 of | Savings Over Amount
PDL 2nd 12 Months | Paid Total
Program) | (2nd Yr of PDL)
[Therapeutic Class |
IA4K - Ace Inhibitor w/CCB 95.2% | 99.0% | (32,358.44)| 100.0% $1,984] $1,379,662 1.0%
M4E - Statins 99.0% | 99.6% | (340,978.41)|| 100.0% ($25,315) $27,053,472] 0.4%
IZ4AB - Leukotriene Receptor Antagonists 99.8% | 99.9% | (20,573.18)|| 100.0% $476,326| $32,682,425| 0.1%
L5F - Antipsoriatics 55.1% | 62.3% 9,827.40] 100.0% ($7,869) $483,398| 37.7%
N1B - Hematinics 100.0% | 93.8% | (164,984.36)| 100.0% $42,735 $7,654,848| 6.2%
R1H - Inspra (Step Edit: Requires prev.tx
W/ spironolactone) N/A N/A 100.0% ($5,031) $656,763
Adjusted
Annualized Net . .
. Annualized Amount Paid
Savings Over 2nd Total
12 Months (2nd
Yr of PDL)
$ 478,337 $71,857,023
6. Classes with No Preferred Drugs
Year 1 of PDL Program
P4B — Bone Formation Stimulating Drugs
D4F — Antiulcer/H. Pylori Drugs
Year 2 of PDL Program
Sept/Oct Adjusted %
04 (End [Annualized Net | Annualized Prefe?'red
Year 2 of | Savings Over Amount Change
PDL [ 2nd 12 Months | Paid Total [, -"5'9°,
Program) | (2nd Yr of PDL)
Therapeutic Class
L1B/L5H/L9B - Acne Agents (over 25) 0.0% ($75,700) $699,809] -1.7%
P4B - Bone Formation Stimulating Agents | 0.0% | 0.0% $0 0.0% $0  $631,913 0.0%
D4F- Anti-ulcer/H.Pylori Agents 0.0% 0.0% 11,185.20 0.0% $3,859 $21,614] 0.0%
S2B - Cox II's 0.0% $199,691] $11,892,289| 0.0%
Adjusted

Annualized Net
Savings Over

Annualized Amount Paid

2nd 12 Months Total
(2nd Yr of PDL)
$127,850 $13,245,624
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Conclusions on PDL Program Savings

The Indiana Medicaid Preferred Drug List Progranmgdemented through March 31,
2005 involved 62 therapeutic classes. In year tiveeprogram succeeded in increasing
the share of preferred drugs relative to their mefgsred alternatives from 75.2% in
January 2002 to 95.8% by September 2003. In yagrthe program succeeded in
retaining market share at 93.8% preferred drugsedised, and increased by tfiehalf

of year 3 to 98.7% preferred drugs dispensed.

The pharmacy net savings resulting from implemegnéiriPDL program were estimated to
be between $7.40 to 8.16 million in Year 1, anchdditional $380,000 t6-$370,000)in
Year 2, and an additiondll.11 to 1.49 millionover 6-months from Year 2 tG'half of
Year 3. This figure does not include additionaireated savings d$6.81 million from
supplemental rebates added beginning in Octobet.200

Over the 2 Y% year period after implementation ef DL program, the overall net
pharmacy savings are estimated to be bet®8etb million to $10.02 million plus
approximately $6.81 million in supplemental rebatedor an estimated total savings
since implementation of approximately $15-16.8 mibn.

The program included many therapeutic classesweith limited opportunities for
shifting from nonpreferred to preferred medicatioS®me of these classes experienced
cost increases rather than cost savings becawsanfies among the preferred
medications. The program also included severakelawhere the net costs for the
preferred medications were greater than the nés adshe nonpreferred drugs. In those
classes, the preferred drugs were considered @linisuperior and safer than the lower
cost drugs in the class. Shifting a prescriptimmf nonpreferred to preferred in those
classes increased the net cost.

Given the ability of the PDL program to increasefprred drug market share, the choice
of therapeutic classes with opportunities for ssiuifts and the selection of the most cost-
effective drugs as preferred were crucial to fudlglizing the potential financial benefits
of the preferred drug list. The selected drugstrheaslinically appropriate to the needs
of the target population and the expected net(@xgtected payment amount per claim
less expected rebate amount per claim) of prefatnegs must be lower than that of the
nonpreferred drugs that they are likely to be reip It is necessary to consider both
the price paid to pharmacies and the federal rebvateived from manufacturers in
assessing relative net costs. If the averageasttfar preferred drugs in a class is more
costly than the nonpreferred drugs, then shiftngreferred drugs increases rather than
decreases costs.

To produce substantial savings with a preferred diat, it is also important to limit the
number of drugs deemed as “preferred.” Overlyusisle lists limit savings since they
reduce the number of nonpreferred drug prescriptedigible for change. In addition,

the excluded AAAX drugs should be considered asgiahe PDL since their percentage
of the overall cost will continue to climb.
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Limitations of the Savings Estimation Methodology

There is nothing inherent in the design of a prefédrug program that causes overall
utilization increases. The program does not prentteeé new use of particular drugs (i.e.,
a PDL is not intended to encourage the use of @ that has not been previously in use)
rather an intervention occurs when a prescriptwwrafnonpreferred drug is being
processed. At this point in time, the nonprefemestlication may be dispensed, the
prescription may be changed to a preferred meditatir the therapy may be terminated.
Thus, there is the intrinsic possibility of somé#ization decline in association with a
PDL intervention. If there is any decrease inizdtion, the calculated savings will
decline accordingly. If the reduction in utilizati is due to reduction of inappropriate
utilization by the PDL intervention, then there egal utilization savings for the State in
the form of fewer overall claims. This methodolatpes not adjust the PDL savings
estimates to capture such program savings. kg difficult to discern the extent to
which any observed reduction in utilization in alP&ass was due to the intervention or
to other factors. Therefore, the estimates presemiay underestimate the program
savings. Additionally, if prescribing practitiorseswitch their patients to the preferred
drug, or start prescribing the preferred drug betbe implementation of each PDL
phase, the methodology does not capture the patsatiings.
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